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The mi k of a man with his eye to the future: 


The next time the subject of valuable reading material comes up in 
your conversations with your business associates, make it a point to find 
out who else in your organization reads World Report. Chances are that 
you'll find that those who are reading this news-of-the-world magazine 


are the most foresighted of all your executives. 


The readers of World Report are, in general, a remarkably foresighted 
group. Many of them are management-men who have felt the steady 
progression of American business from domestic levels to a world-wide 
scale. They are wisely adding to their knowledge and understanding of 
international relations by reading regularly the one publication which does 


a complete and reliable job of reporting world events of significance. 


Your business associates who do not see World Report each week are 
missing a lot of valuable information, as you know. World Report’s brief 
and to-the-point reports of the vital world-wide developments which 
directly affect domestic business in so many ways, are made-to-order 


reading for busy executives who have little time and big responsibilities. 


Perhaps the reason that some of your key men are not reading 
World Report is that they have not known about this new magazine. With 
your help we shall be glad to see to it that they get acquainted with 
World Report first hand. 


The publishers will send sample copies of a current issue to any of your 
friends and associates whose names and addresses you send us. Send us 
as many names as you like, and be sure to tell us whether or not you want 


us to mention your name as the one who is making the introduction. 
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Russia is building a modern highway 
from Moscow to the southern coast of the 
Crimea. The road, made of concrete, is 
to be the most up-to-date in the Soviet 
Union. It is to have several lanes and will 
run through Kursk, Orel, Tula, Kharkov, 
Dnepropetrovsk and Zaporozhye. The 
section from Moscow to Kharkov has 
been completed and is open to traffic. 
Hotels are to be erected every 185 miles 
along the route. 


oo 90 


British, Canadian and U.S. firms are 
to spend about $61,750,000 on new in- 
dustrial enterprises in Australia. The new 
factories are to be built by 66 overseas 
companies and will provide jobs for ap- 
proximately 17,000 persons. Products to 
be made include pharmaceutical goods, 
textiles, plastics, carpets, fabrics, kero- 
sene and oil engines, electric cables and 
cosmetics. 


o 90 °O 


A new British shipbuilding record is 
looked for this year. British vards have 
orders for 1,000 vessels totaling nearly 
3,250,000 tons and valued at $920,- 
000,000. Of these, about 300 are for ex- 
port. 


oo 90 


A new device for training airplane 
pilots has been developed in Sweden. It 
is reported to be particularly effective in 
the teaching of navigation and night flvy- 
ing. Built on the principle of the Link 
trainer, the apparatus includes a wire- 
less instrument on the outside that marks 
on a map with a red line all the mistakes 
which, if made in the air, might cause a 
crack-up. The machine, constructed after 
two years of experimentation by a Swed- 
ish manufacturer, is said to do away with 
the risk to life and equipment involved 
in present methods of training and to cut 
the cost of operating training planes. The 
Swedish Air Corps is expected to make 
the device standard equipment. 


o 0 °O 


A census of the Netherlands has been 
taken by the Government to help in the 
work of postwar reconstruction. The cen- 
sus, the twelfth since 1830 and the first 
since 1930, will show, among other 
things, the changes in the size and dis- 
tribution of the population and the shifts 
in the economic and _ social structure. 
Housing and population figures are 
scheduled for publication about August 
1. Counting machines have been _ bor- 
rowed from the United States to speed 
the compilations. 


—Newspoints 
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Siamese tin has begun to move to the 
U.S. for the first time since the end of 
the fighting in the Pacific. One shipment 
of about 2,000 tons of metal and concen- 
trates has been made, and American offi- 
cials hope to get much more of the coun- 
trys stockpile of 15,000 tons of con- 
centrates and 2,000 tons of metal. Sales 
to the U.S. will help relieve Siam’s dol- 
lar shortage, which has prevented the im- 
portation of badly needed goods. 


o 9o O90 


Chile is shopping for ships in the hope 
of increasing her present merchant ma- 
rine tonnage from 400,000 to 1,600,000. 
She is seeking ocean-going liners for 
trade with the U.S. as well as smaller 
vessels for coastal trafic. In connection 
with this program, the Government is 
planning to improve ports and railway 
facilities. aya 


o 0 9 


The British search for steel in the U. S. 
continues to be largely unsuccessful. A 
recent effort to place orders for 1,300,- 
000 tons produced promises to supply 
only a small part of that amount. Last 
October, the British attempted to buy 
2,000,000 tons and obtained only 50,000. 
Belgian buyers also are trying to place 
orders without much success. 


o 0 Oo 


Commercial aircraft in Canada have 
set a new record in the hauling of freight. 
In March, they transported a total of 
$4,105,000 pounds of cargo. This was 
98.7 per cent more than the total for 
March 1946 and 82.1 per cent more than 
was carried in February 1947. 


o 90o °O 


Rural electrification in the Soviet 
Union is to be speeded up this year. Un- 
der the Five-Year Plan, 6,700 collective 
farms and 1,300 machines and tractor 
stations are to be electrified. In 1946, ac- 
cording to Russian reports, 2,615 local 
power stations were built, providing 
power to 4,000 collective farms and 900 
machine and tractor stations. 
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Four U.S. steamship companies op- 
erating in the transpacific trades have 
been authorized by the Maritime Com- 
mission to increase their sailings under 
operating-differential subsidies. Service 
on the present routes not only will be 
intensified, but two of the firms now can 
call at ports in the Netherlands East 
Indies and the Straits Settlements that 
they have not been reaching. 
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NOTE THE FEATURES 
MERCURY SWITCH 


Hermetically sealed mercury switch is used. 
They cannot be affected by dust, dirt or 
corrosion: nor are they-subject to open arc- 
ing, oxidation, pitting or sticking of contacts, 
all common causes of contact trouble. This 
switch will give better control service and 
longer control life. 


BOURDON TUBE 

(Hidden back of cover) 
The Bourdon tube is the actuating element 
of the control. It is the oldest known, tried 
and proven element, having been used in 
gauges for many years. 
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OUTSIDE ADJUSTMENT 


The outside double adjustment with the 
calibrated dial and pointers is a convenient & 
feature, making it very easy to set the re- 
quired operating range, plainly visible on the 
dial. All guesswork is eliminated. 
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GLASS FACE 


The glass face on the cover permits seeing 
the entire operation of the control in plain 
view. One can always tell whether the switch 
circuit is open or closed, a great tonvenience 
whenever servicing becomes necessary. 
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If you have a control problem involving the automatic 
control of pressure, temperature, liquid level, mechan- 
ical operations, etc., it will pay you to consult 
Mercoid's engineering staff—always at your service. 


THE ASSURANCE 


BUILT IN EVERY 


MERCOID 
CONTROL 


Write for Mercoid Catalog No. 600. 
It contains a lot of control information 


205 EAST 42nd ST. NEW YORK 17, 3137 N. BROAD 5ST., PHA, 32, 


THE MERCOID CORPORATION 


4203 BELMONT AVE. © CHICAGO, ILL. 
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Memo from the Editors 


_Wens Report 
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Europe’s dollar famine is becoming more and more the most 
urgent problem confronting planners of international policy in Wash- 
ington. If the dollars run out, what will happen to U.S. business 
abroad? And what will happen to the political future of countries cut 
off from buying U.S. goods. Inside the U.S. a new policy is taking 
shape to counteract this situation. The goal is to put Western Europe 
on a paying basis, and the U.S. will be called upon to foot the bill. 
The important questions are: What will it cost in money and goods 
and what are the chances for permanent results from further U. S. 
pump priming? You get the background on this problem on page 5. 


Russia’s propaganda attacks against the U. S. are off on a new 
tack, but does this mean the Soviet is taking a new course in its rela- 
tions with Washington? On page 22 of this issue we present an exhaus- 
tive study of Moscow’s propaganda tactics from the spring of 1946 to 
the present. This article on how the Soviet Union’s propagandists are 
operating is important to an understanding of what the Russian Gov- 
ernment is planning in the immediate future. 


Speaking of Russia, Andrei Gromyko has suggested another 
plan on international. control of the atom for the U. N. to consider (see 
our Text section). The important question now is whether this pro- 
posal brings control any closer to reality, or whether it is a repetition, 
in different language, of Russia’s previous generalities. 

While the U. N. is debating international control of the atom, what 
is happening inside the governments of its member nations? Secret 
research in atomic energy is more widespread, and more intense, now 
than at any time in history. A dispatch on page 8 tells the story of this 
research country-by-country and reports on the goals of a score of 
governments. The accompanying map gives a world-wide picture of 
the beginnings of the atomic age. 


Behind Communist activities in Hungary lies the question: 
Where will the Soviet Union apply its pressure next? European ob- 
servers give Italy high priority on the Russian agenda. This problem 
adds complications to the task of rebuilding Italy’s economy. A report 
on the forces at work there is given on page 12. 


Problem of U.S. exports was posed in last week’s “World- 
graph:” How to bridge the gap between twenty billion dollars worth 
of U.S. goods needed each year by other countries and imports of a 
third that amount. This week two dispatches shed light on two partial 
solutions. Purchases for the U.S. strategic stockpile are analyzed on 
page 14; spending by U. S. tourists on page 24. 


She Editors of “World Report” 








Here's a Handy Way To Subscribe! 


World Report, 1253 24th st., N.W., Washington 7, D.C. 


Please enter my subscription to World Report for one year 
and send bill to me. (U.S., its Possessions, Central and 
South America, $4; Canada & Other Countries, $5.) 


Name 
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FROM THE CAPITA£S OF THE WORLD 


For World Report 
Issue of June 24, 1947 
Volume 2, No. 25.~ 


There's more trouble on a big scale in the Far East...-.« 
. A crack-up, now developing in China, is delivering more and more territory 

into Communist hands, is tending to push Chiang Kai-shek into a defensive role. 

Manchuria, with all its riches, is almost written off to Communists. 

North China is far from being pacified... Blunders multiply in Shantung. 

Chiang's armies are outnumbered in Manchuria, fully committed elsewhere. As 
Chiang wavers, whole chunks of China are left rudderless, drifting. Internal 
Strain is greater than at any time since the end of the war with Japan. 

Military morale falls as Chiang's airmen bomb their infantry by mistake. 

Civilian morale slides for lack of food; rice is priced out of sight. 

The one strong feeling in Chiang'’s China is a growing weariness, a notable. 
yearning for peace at almost any price. It's a widespread dissatisfaction that 
makes increasingly difficult the recruitment and supply of battle forces. 


Of course, Russia is alert to magnify China's weaknesses...e. 

Soviet stores are available at Port Arthur for Chinese Communists. 

Surplus equipment, seized from Japanese, is passed along to Communists. 

Russian advice, a technique for political propaganda, is freely offered. 

Cavalry raiders are encouraged to enter China from Inner Mongolia. 

Border incidents are fomented between Outer Mongolia and Sinkiang. 

Confusion in China plays into Russia's hands and will be promoted actively 
everywhere that Communists can infiltrate and intervene. 














In assessing the outlook for China, these are the main points: 

Communist control of Manchuria is to be tightened in coming months. 

Communist strength in North China is rising, is to be maintained. 

A Communist invasion of.South China is a very remote prospect. 

Gradual weakness, not outright collapse, is to be shown by Chiang. 

The chances are that what is to happen is a slow withdrawal by Chiang to 
the natural lines of the Yellow River. Chiang is letting the world know he 
can't, singlehanded, do the police and political job that is necessary in China. 
There's a growing opportunity for ambitious generals on Chiang's side to split 
away from any central leadership, to set themselves up in business as "war lords*® 
operating in autonomous areas for their own benefit. In that event, Communists 
would gain by the split, but the "war lords" also would resist being absorbed, 














The picture in China is so dark as to make it definitely doubtful whether 
large scale grants or loans can be justified, even on a political basis. What 


(over) 
(No part of this or any other page may be reproduced without written permission) 








WORLDGRAM-~ (Continued) 


seems more probable in the confused situation in the Far East is this: 
Japan, with increasing U.S. help, will be rebuilt as an operating nation. 
Korea will be assisted, regardless of Russian wishes, toward prosperity. 
Aid to the Philippines will be continued in rather liberal installments. 
It's to be kept in mind, as emphasized by the stand of Senator Vandenberg, 
-that the needs of Asia, or rather the necessities to prevent chaos in Asia, are 
to compete with the demands Europe is Making on U.S." resources. 








As for Europe, it's going to want multiple billions from the U.S. 

A _ dollar squeeze is a virtual certainty in late 1947 or early 1948. 

Decision by U.S. as te future aid is essential to European stability. 

Visible needs are speeding up the studies of transatlantic planners. 

An economic conference, when held, can turn out to be a brief affair. 

European traveling by Will Clayton of the U.S. is to hasten action. 

The official idea is that the U.S. has to underwrite recovery in European 
areas where Russia has been making political gains due to economic weaknesses. 
Russia is to be invited to join in any integrated effort to get Europe earning 
its way in the world. But odds are strongly against Russia choosing that course. 
Russia, thus far, shows a preference for going it alone, seeking out weak spots 
for Russian expansion or demanding additional benefits as the price of an agree- 
ment. You get the basis of developing plans in a dispatch on page 5. 

















The views of Herbert Hoover may put a ceiling on U.S. assistance. What he 
has to say, in effect, is this: 

Unlimited aid could strain, even endanger, U.S. resources, without assuring 
that the end result would be a profit, either political or economic. Hoover hits 
squarely at Henry Wallace's urge to spread $50,000,000,000 abroad. 

Dollars for relief won't solve anything. Food relief needs to be handled as 
a separate emergency item, needs to be geared to sacrifice by U.S. consumers. 

U.S. policy should emphasize getting ex-enemies back to work, should stress 
recovery for Germany and Japan rather than putting all the stress on reforn. 

‘i American help should be selective. Borrowers would have to promise their 
co-operation in return for U.S. aid. Gifts and grants would be made by rules. 

The Hoover idea calls for an inventory of U.S. capacity to lend and spend. 
It aims, too, at centralized control of all types of assistance. Dollars that 
flow out hereafter, as Hoover sees it, should be directed in greater proportion 
to the enlargement of production, toward enabling other nations to support them- 
selves. You get the text of the Hoover statement on page 37. 














It's a major issue that's building up for the U.S. Congress....,. 

A $5,000,000,000 pool of U.S. dollars is likely to be the starting figure. 
That would be for one year's help if the planners were right in their prelimi-~ 
nary estimates that $25,000,000,000 might be needed over a five-year period. 

A specific program for purchases abroad for U.S. stockpiling is likely to 
be attached to the idea of a dollar pool. It might double the current plan for 
stockpiling up to $2,100,000,000. You get that story on page 14. 








In the field of world armament, there's a distinct speed-up in the searci 
for the secrets of the atomic bomb. It's a race that is growing alarmingly. 
You get the perspective of the atomic competition in a dispatch on page 8. 
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—— Dispatch 


U.S. PLANS CO-ORDINATED AID FOR EUROPE 


New program now being drafted envisions 
vast collective credits to revive production 
on Continent-wide instead of national basis 


The United States is getting ready to 
help Europe shake off the dole and get 
back on its own feet. Washington is draw- 
ing up blueprints for a huge program, de- 
signed on a totally new basis. Americans 
are about to be invited to invest any- 
where from fifteen to twenty-five billion 
Government dollars in European recov- 
ery. 

@ Mainspring of the new program is a 
conviction that U.S. dollars loaned or 
given to Europe, from now on, must yield 
a return in the form of increased Euro- 
pean production. Emphasis on relief, as 
such, is to subside. The idea is to pro- 
vide financial aid in such a way that 
within four or five years most of Europe 
will be able to support itself. 

@ A new device, accordingly, is about 
to be invented. Instead of individual loans 
to Britain or France, for example, a col- 


-French Press and Information Service 


FRANCE’S JEAN MONNET 
Receptive to U. S. suggestion 





lective dollar credit to a group of Euro- 
pean nations is in prospect. 

In return, the U.S. won't expect to 
collect interest and principal in the con- 
ventional way. A theory of mutual aid is 
to govern, instead, In time, some repay- 
ment might come in the form of critical 
materials. But, as with wartime Lend- 
Lease, most of the repayment would 
reach the U.S. in ways not readily 
measured in dollars. 

@ Compulsion behind the feverish plan- 
ning going on in Washington is being 
generated both at home and abroad. 

In Eastern Europe, the Russians are 
making a series of swift moves that add 
up to Soviet control of a wide area 
stretching from the Baltic to the Adriatic. 
In Western Europe, an economic crisis, 
growing out of an acute shortage of 
dollars, is impending. In the Western half 
of the Continent, consequently, the situa- 
tion is getting ripe for Communist ac- 
tivity. 

In the U.S., meanwhile, fears are ex- 
pressed openly that when Europe runs out 
of dollars, American exports will suffer so 
sharp a setback that the whole U.S. 
economy will feel the jolt. 

@ Extraordinary obstacles nevertheless 
stand between Washington's plans and 
their realization. 

As a condition of U.S. aid, the gov- 
ernments of Europe are asked to sub- 
ordinate national goals and ambitions to 
the needs of a continent. The nations are 
urged to reach agreement on how many 
dollars each must have, and how they 
will be used. What is sought is a form of 
collective action without precedent. 

The U.S. Congress and public, at the 
same time, are to be asked to put up 
dollars for Europe on a scale never before 
contemplated in time of peace, and for 
purposes that to many American tax- 
payers may seem risky and remote. 

@ Timing of the whole program, in view 
of these tall hurdles, is crucial. Both Presi- 
dent Truman and Secretary of State 
George C. Marshall are aware that if the 


proposal is launched without adequate 
agreement in Europe, the end results 
could be disastrous. And if the American 
people are asked to say yes or no before 
they are convinced that the program is 
urgent and wise, chances are the plan 
would never get off the drafting board. 

What Washington officials hope is that 
by midsummer enough nations in Europe 
will have gotten together to make possible 
a full-dress meeting with U. S. representa- 
tives around the conference table. 

But before such a meeting can take 
place, the U. S. Congress may have to be 
consulted. Without its approval, Washing- 
ton’s delegates would appear before the 
Europeans empty handed. 

The odds are, therefore, that before 
long President Truman will ask Congress 
to consider a new program for Europe. 
@ The build-up to prepare the Ameri- 
can public for unprecedented aid to Eu- 
rope began weeks ago, now is gathering 
speed. 

First hint came on April 28, after Sec- 
retary Marshall had returned from the 
Moscow Conference of Foreign Ministers. 
He made it clear then that, if Russia 





—Harris & Ewing 


U. S.“S GEORGE KENNAN 
The goal: Europe on its own feet 
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would not agree to measures in aid of 
Europe, the other powers would have to 
proceed without Russia. 

A clear sign of action ahead came a 
few days later, on May 8. Dean Acheson, 
speaking as Under Secretary of State, 
warned Americans that the dollar loans 
and grants supporting a record volume 
of U.S. exports would soon run dry. 

Notice to the world that the Truman 
Administration was fashioning plans for 
Europe on a new and enlarged scale came 
in a speech by Secretary Marshall on 
June 5, But it was up to Europe, Mar- 
shall said, to take the initiative. 

As time for action nears, official Wash- 
ington is speeding up. By means of a 
letter to Senator Arthur H. Vandenberg, 
Marshall has reiterated his invitation to 
Europe to come up with an agreed pro- 
posal. President Truman, addressing the 
Canadian Parliament, re-emphasized the 
U.S. intention to use its resources in pro- 
moting world recovery. (See text, page 
33.) Benjamin V. Cohen, Counselor of 
the State Department, in another speech 
lends official sanction to the report that 
European recovery will require five or six 
billion dollars a year for the next three 
or four years. 

A special planning group inside the 
State Department, meanwhile, is hur- 
riedly preparing for the day when Con- 
gress will ask for details and justification 
for the European recovery program. Un- 
der the leadership of George Kennan, 
Marshall’s planners are appraising Amer- 
ica’s ability to help Europe, as well as 
measuring Europe’s needs. In particular, 
the Kennan group is hunting ways that 
will offer some assurance that future 
dollars going to European governments 
will in fact produce recovery. 
<j] A new basis for aid to Europe is 
sought because present methods have 
failed. Nearly twelve billion dollars in 
U.S. loans and grants have gone to 
Europe since V-E Day, not including the 
American contributions to the Interna- 
tional Bank and Fund. Yet food stocks 
are down to new lows on the Continent, 
and in some respects the economic out- 
look immediately ahead is darker than 
it was at the end of the war. 

It is becoming apparent to the Wash- 
ington planners that while U. S. relief has 
kept much of Europe alive, it has not 
revived the means of production and 
trade. The economic web that exchanged 
Ruhr coal and steel for Danubian grain 
or French textiles has not been mended. 
In normal times it was this web, in- 
tangible but indispensable, that kept the 
European economy functioning. Even the 
Nazis kept the continental economy going 
under occupation, although by looting 
and by force. 

Now the relief and loan dollars are 
running out. The situation confronting 
both Europe and the U.S. is similar to 
that which preceded the invention of 
Lend-Lease in the spring of 1941. Brit- 
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Tug of War: U. S. Dollars 
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ain’s dollars had run out then, also. Up 
to then her spending for arms and planes 
and food had expanded U.S. factories 
and acreages markedly. End of the dollars 
meant cutbacks in U. S. production. More 
important, retarding the flow of American 
goods to Britain meant helping Hitler. A 
promise to lend or Jease the goods thus 
looked like the best solution. 

Today's problem seems much the same 
to Washington officials. But before the 
United States extends more aid, in any 
form, it asks Europe for guarantees that 
the dollars will revive production. For 
example: 

A coal agreement is wanted to the end 
that Europe’s import needs will be met 
out of European and British mines, rather 
than out of the U.S. This means more 
coal from the Ruhr and Poland. It also 
means agreement among consuming coun- 
tries as to coal allocations among the es- 
sential uses, which in turn may mean 
rationing and strict control. 

An industrial compact is sought, at 
least in some crude form. For instance, 
the UL. S. wants to see Europe s steel 
output raised, and used only in ways that 
rebuild industrial and agricultural pro- 
duction. This goes for heavy chemicals 
as well. 

The emphasis on food, similarly, turns 
away from imports toward Europe's own 
resources of land and labor. Imports of 
fertilizer, seeds and machinery are to be 
preferred to shipments of meat and grain. 

Compromises among nationalistic 
plans designed to make each country self- 
sufficient are likewise required. A revival 
of European production, trade and trans- 
port as a whole, with efficiency the yard- 
stick, is the goal. 

The big questions are whether the na- 
tions of Europe can get together on guar- 
antees satisfactory to Washington, and 
whether the U.S. Congress and public 
will then authorize a postwar Lend-Lease 
program. 

Among Europeans, the American plan 
has been warmly welcomed in the West, 
treated with silence or suspicion in the 
East. Leading figures like Jean Monnet, 
author of Frances Monnet Plan, are 
known to be sympathetic. Industrial plan- 
ners in Poland and Czechoslovakia are 
believed to be friendly. But whether Rus- 
sia will see it that way, is the question 
in everyone's mind. To date, Soviet dele- 
gates have deadlocked the new Economic 
Commission for Europe. At the Com- 
mission’s next meeting in July, Moscow 
may show its hand. 

Among Americans the debate has 
hardly begun. A long argument, and a 
loud one, is to be expected. 

Officially, Washington hopes the Rus- 
sians will play ball. Privately, few officials 
expect Soviet co-operation. The deter- 
mination is to go ahead, with or without 
Moscow. But first Western Europe, at 
least, has to come to some agreement, 
and the U. S. Congress has to say yes. 
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RACE FOR ATOMIC SECRETS WIDENS 





About a score of nations now are in the 
running. U.S. is being warned by experts 
that others may have the bomb in 4 years 


At least 18 governments now are com- 
peting in a world race to discover more 
of the secrets of atomic energy. 

The lead that the United States held 
22 months ago when the first atomic 
bomb dropped on Hiroshima is fast 
evaporating. As far as is known, the U. S. 
still is the only country manufacturing 
atomic bombs. But scientists in other 
lands, backed by government funds, are 
working hard to learn more about har- 
nessing nuclear energy. At least one 
other major power, Russia, is trying to 
make atomic weapons. 

. The atomic race is so far advanced 
that the U.S. Government is being offi- 
cially advised that its monopoly on pos- 
session of atomic explosives will prob- 
ably not last more than another four 
years. By 1955, the Government's ad- 
visers believe, an atomic attack on the 
U.S. will be possible. 

@ Atomic competition, as shown on the 
map on the opposite page, is chiefly for 
scientific knowledge. Most of the na- 
tions declare that they are interested 
only in the possible peacetime uses of 
atomic energy. 

Russia has given atomic development 
a high priority in its Five-Year Plan. 

More than 100,000 scientists have 
been mobilized to speed Soviet research. 
How many of them work on atomic sci- 
ence is unknown, but nuclear research 
is believed to be the prime target of 
Russia's scientific effort. Hundreds of mil- 
lions of rubles are to be spent in this 
quest in the next five years. 

Russians already are far advanced in 
nuclear science. The Russians built their 
first cyclotron in 1934. In 1943 and 1944 
they split the uranium atom. Last year 
Alexander P. Zhdanov, director of the 
Radium Institute, won a Government 
prize for discovering new ways of split- 
ting atomic nuclei. 

Dr. Irving Langmuir, director of re- 
search at the General Electric Company, 
attended a meeting of the Soviet Acad- 
emy of Sciences in 1946. He was so im- 
pressed by the strides made by Russian 
scientists that he returned to the U.S. 
to warn that America could not retain a 
monopoly over the atomic bomb. Lang- 
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muir said he expected the Russians to 
outstrip the U.S. in atomic science. 

There have been reports that Russia 
has four major atomic plants in remote 
regions of the country, in addition to 
several laboratories at leading univer- 
sities. Prof. Peter Kapitza, a Cambridge- 
trained scientist, and Prof. Abraham Joffe 
are leaders in Russia’s atomic work. The 
Russians are pioneers in the study of 
cosmic rays as related to nuclear energy. 
In New York, Andrei A. Gromyko, Rus- 
sia’s spokesman in the United Nations, 
warned last month that the U.S. mo- 
nopoly over atomic power was of a “tem- 
porary character.” 

Canada is spending about $3,500,000 


“a year on atomic energy. 


The Dominion holds a unique position 
in the atomic race. As the major source 
of uranium in the Western Hemisphere, 
Canada is indispensable to the U.S. 
atomic program. At Chalk River, Canada 
operates the only known chain-reaction 
pile outside the U.S. This plant is pro- 
ducing plutonium, a basic ingredient of 
atomic bombs. The Canadian Govern- 
ment, which controls atomic develop- 
ment in the country, declares that it is 
interested only in industrial and medical 
applications of this new type of energy. 

Britain has a $200,000,000 program 
for atomic development, but work is lag- 
ging due to shortages of cash, materials 
and labor. The British say they are inter- 
ested in atomic power mainly as a sub- 
stitute for coal. British scientists helped 
develop the atomic bomb, but Britain 
does not have equipment to manufacture 
the weapon. 

The British are building a research 
center at Harwell, near Oxford, and have 
blueprints for plants to produce atomic 
energy and to process uranium. At the 
rate the work is going, however, Britain 
is not likely to achieve her goal of getting 
industrial power from atomic energy 
within two years. 

France has earmarked $4,150,000 in 
Government funds for a program of re- 
search into peaceful applications of 
atomic energy. 

The program is run by a Commissariat 
for Atomic Energy, with the scientist 


Frederic Joliot-Curie as its director. He 
is aided by three scientists who worked 
on various phases of the U. S. atomic 
program during the war. Plans call for an 
“atomic village” near Paris for research 
and experiments, and a factory elsewhere. 

Denmark’s tnajor asset in the atomic 
race is its leading scientist, Dr. Niels 
Bohr, the Nobel prize winner, who 
worked two years at Los Alamos, New 
Mexico, in the American atomic labora- 
tory. The Danish Government is spend- 
ing $230,000 to expand Dr. Bohr’s lab- 
oratory facilities at the University of 
Copenhagen. 

Sweden is spending $1,748,000 on 
itomic development in an all-out program 
in which the Government, Sweden’s 
highly skilled industries, and the coun- 
try’s leading scientists are co-operating. 
The Swedes are building two cyclotrons. 
They draw on Norway for supplies of 
heavy water and are in close touch with 
Danish laboratories for exchange of in- 
formation. They also plan to produce 
atomic materials themselves. 

Norway is producing heavy water 
again at the plant blown up during the 
war by British Commandos. The Mili- 
tary Research Institute is carrying on 
nuclear studies. 

Switzerland is spending $4,000,000 in 
a three-year program to harness the atom 
for production of industrial energy. 

Holland is building a small cyclotron 
for study purposes. The Government is 
subsidizing research in atomic science. 

Belgium controls the rich uranium re- 
serves of the Belgian Congo, said to con- 
tain about two thirds of the world supply 
of this ore. A Government commission is 
studying application of controls to atomic 
development. 

New Zealand is becoming the leading 
country in atomic science in the Pacific 
area. Prof. T. D. J. Leech of Auckland 
University has been decorated by the 
British Government for producing a still- 
secret “effective alternative to the atomic 
bomb.” The research was done in New 
Zealand. The Government has taken over 
control of uranium resources. 

Australia has nationalized its uranium 
deposits. New discoveries make it likely 
that Australia may be one of the world’s 
leading sources of fissionable materials. 

Argentina’s work with the atom is sur- 
rounded by considerable mystery. What 
is known is that uranium has been dis- 
covered in the country and that the Gov- 
ernment bans export of the ore. 
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thirds of world’s uranium supply. Government commission 


$3,500,000 a year on research and operation of atomic 
plant. (2) U.S.: Manufactures bombs, conducts research 
under government program costing $400,000,000 this 
year. (3) MEXICO: Government owns rights to uranium 
deposits. (4) BRAZIL: Government controls basic ore 
deposits. (5) CHILE: Government investigating uranium 
deposits in Antarctic, supports theoretical studies in uni- 
versities. (6) ARGENTINA: Government bans uranium 
exports, believed to be developing ore deposits. 
(7) GREAT BRITAIN: Government runs three experi- 
mental centers under program to cost $200,000,000. 
(8) NORWAY: Producing heavy water, doing research. 


(9) SWEDEN: Government provides $1,748,000 for 


research and production of uranium and heavy water. 
(10) FRANCE: Government has $4,150,000 to start 
building atomic village and factory under official research 
program. (11) BELGIUM: Congo colony contains two 


co-ordinates private research. (12) NETHERLANDS: Gov- 
ernment subsidizes research and construction of a cyclo- 
tron. (13) DENMARK: Government spending $230,000 
to improve laboratory at University of Copenhagen. 
(14) SWITZERLAND: Government spending $4,000,000 
in three-year research program. (15) CZECHOSLO- 
VAKIA: Mining uranium at Jachymov, perhaps for Russia. 
(16) SOUTH AFRICA: Government owns uranium de- 
posits. (17) SOVIET UNION: Five-year plan for science 
employs 100,000 scientists with priority for atomic devel- 
opment. At least four atomic research centers in opera- 
tion. (18) INDIA: State of Travancore owns thorium 
deposits, establishing a processing factory with British 
help. (19) CHINA: Buying a cyclotron from U.S. for 
research. (20) PHILIPPINES: Research at National Uni- 
versity. (21) AUSTRALIA: Government controls all fission- 
able materials, planning research program. 


Czechoslovakia is a key country in the 
atomic race because of its extensive ura- 
nium deposits at Jachymov. Output of the 
mines is believed to be going to Russian 
laboratories. Foreign Minister Jan Ma- 
saryk has declared that Czech uranium 
never will be used for destructive pur- 
poses. 

India has large deposits of thorium 
ores in the State of Travancore. These 
deposits have been taken over by the 
State Government, and a_ processing 
plant is to be built there with the aid of 
British capital. 

Elsewhere, Brazil has nationalized her 
uranium ores. Chile is investigating ura- 


nium deposits in the Antarctic and sub- 
sidizing university research. China is 
buying a cyclotron for Government-spon- 
sored research. 

@ The U.S. program dwarfs all other 
published undertakings, although how it 
compares with Russia’s atomic research 
is not definitely known. 

The U.S. this year is spending $400,- 
000,000 on its atomic work and plans in 
coming years to spend $500,000,000 an- 
nually. This includes the cost of manu- 
facturing atomic bombs as well as the 
expenses of scientific research. Most of 
the funds go to run installations existing 
or being built at Oak Ridge, Tenn.; Han- 


ford, Wash.; Berkeley, Calif.; Los Alamos, 
N.M.; Chicago, Ill.; Camp Upton and 
Schenectady, N. Y. 

@ The race for atomic knowledge is go- 
ing on virtually everywhere except in 
former enemy countries, where it is for- 
bidden. 

A year ago there were no national 
agencies in charge of atomic programs. 
Now almost a score of countries are of- 
ficially in the competition. 

This contest for supremacy in atomic 
power complicates the task of the United 
Nations, which has tried for more than 
a year to agree on a formula for inter- 
national contzol of atomic developments. 


JUNE 24, 1947 © 9 











Ta 











—— Dispatch 


Reg. Appd. for U. S. Pat. Off. 


ROCKY ROAD CONFRONTS 
HUNGARIAN COMMUNISTS 








Opposition still is strong despite ouster of 
Nagy. U.S. has to be reckoned with because 
“country needs economic aid from outside 


Reported from BUDAPEST 


Hungary is not yet completely in Mos- 
cow's bag. 

While a Communist minority has 
forced a change in Government leader- 
ship, ousting Premier Ferenc Nagy, the 
political parties and voters underneath 
have yet to be finally heard from. There 
is now a question whether even the blunt 
methods of Matyas Rakosi, the Kremlin 
graduate who is Deputy Premier of the 
Budapest Government, will put Hungary 
securely under the Soviet thumb. 

For the penalty of submitting com- 
pletely to Moscow, it now appears, may 
be isolation from U.S. credit and relief. 
Few think Hungary can get along with- 
out them. There is a chance that the 
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ACTING PREMIER RAKOSI: Mr. Nagy is in the background 
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Communists, sooner or later, may come 
to the same conclusion. 
@ Iron-clad control by Hungary’s small 
Communist Party is not yet a fact, ac- 
cording to Robert Kleiman, staff corre- 
spondent for World Report. After inter- 
viewing heads of all the political parties 
in Budapest and cross-checking with in- 
formed diplomats, Kleiman radios: 
“The crisis that brought the resigna- 
tion of Nagy and formation of a new 
Government was just one battle in an in- 
ternal political war that has been raging 
for 18 months. Final outcome of this war 
still is in doubt. Hungary mav go the way 
of Bulgaria and Romania, but it has not 
yet traveled all the way along that road. 





International 


“The new Premier, Lajos Dinnyes, is 
a member of the Small Landholders 
Party, as was Nagy. This Party still holds 
half the Cabinet posts and a majority in 
parliament. It is still a coalition Govern- 
ment. And Communist hopes of merging 
all left-wing parties into one for the 
autumn election continue to meet with 
firm opposition, including that of the new 
Premier.” 

Strength of the opposition comes into 
perspective when the groups and inter- 
ests involved are examined. Kleiman 
points out that the Small Landholders, 
as the majority party, speaks for most of 
the peasants—comprising half of the 
population—plus remnants of the old 
aristocracy, the landed gentry, and the 
clergy. Most of this group is strongly 
anti-Communist and antileftist as well, 
but not above a deal with left-wingers in 
order to stay in power. 

On the left, the Social Democrats are 
expected to gain increasing support from 
Hungary's million and a half trade union- 
ists. Like the Communists, the Social 
Democrats want a planned economy and 
nationalization of the banks, but they 
differ on methods. Outstanding difference 
is that the Social Democrats advocate 
loans from abroad to finance imports of 
raw materials and capital equipment. 
Without such loans, an increase in pro- 
duction appears improbable. 

q] Power over Hungary thus may turn 
on the country’s inability to revive her 
economy without help from outside. 

Moscow, realizing this, is expected to 
announce and dramatize steps calculated 
to offset the need for American aid. A 
new trade agreement is in the making. 
As a stimulus to this, expressions of good 
will are likely to flow from the Kremlin 
to Budapest shortly. A formal alliance 
also is probable. 

Washington has already played some 

of the U.S. cards. Part of a small U.S. 
credit is being withheld. Protests to Rus- 
sia over the Communist maneuver forc- 
ing Nagy out are on record. A welcome 
for the refugee ex-Premier in the United 
States is assured. But the trump card, 
the power to grant or withhold relief 
and credit for an impoverished land, is 
still to be played. 
@ Kremlin strategists, therefore, must 
now weigh the value of complete control 
by Hungarys Communists against the 
cost of taking on another needy satellite. 
As long as Soviet troops remain in Hun- 
gary, control by force is always a possi- 
bility. But a delay in taking final posses- 
sion might keep open an avenue to the 
U.S. Treasury. The Soviet-American tug 
of war over Hungary, in consequence, is 
not yet finished. 











—— Dispatch 


tex Appd. for U.S. Pat.O@. 


SCIENTISTS MOBILIZED 
TO AID GERMAN RECOVERY 


U.S. Military Government will encourage 
industrial research as part of plan to 
place country on self-supporting basis 


Reported from HEIDELBERG 


German scientists, with a world-wide 
reputation for skill and ingenuity, now are 
being put back to work in the hope of 
helping their country’s prostrate economy. 

The U.S. Military Government is to 
encourage the resumption of industrial 
research in Germany as part of a master 
plan to get the country on a self-support- 
ing basis through the export of salable 
goods and services. 

The idea is that the processes and 

know-how that German laboratories de- 
velop can be depended on to have a 
substantial cash value in other countries, 
without involving the expense for raw 
materials that manufactured exports re- 
quire. 
@ Scope of this new program is indi- 
cated in a dispatch from Thomas Haw- 
kins, staff correspondent for World Re- 
port in Germany, based on a survey of 
research centers, notably Heidelberg, 
long a leader in the field of German 
science. 

Hawkins reports that 1,500 scientists 
already are at work on some 1,400 dif- 
ferent projects. 

“German scientists and German indus- 
try are eager,” he reports, “to get the 
research program in full swing, both to 
help rebuild the Reich’s economy and 
also to renew exchange contacts with the 
rest of the world in hopes of getting 
access to the scientific advances other 
countries have made industrially since 
the war's outbreak.” 

Many of the experiments which are 
occupying the scientists are concerned 
primarily with Germany's rehabilitation. 
@ The research projects cover a broad 
field. Metallurgy, medicine, plastics and 
optical equipment are currently getting 
the main attention. 

One of the most interesting experi- 
ments in progress is the perfection of a 
new camera and projector for three- 
dimensional “still” pictures. The hope is 
that ultimately a German process can be 
developed to make possible motion pic- 
tures in three dimensions. 


Other leading projects are concerned 
with the development of electronic mi- 
croscopes for medicine, dyestuffs, high- 
voltage insulators, drugs, vitamins and 
industrial chemicals. 

German laboratories are in a good posi- 

tion, competitively, for marketing the 
formulas and know-how which their ex- 
periments produce. Technicians in Ger- 
many say the country’s laboratories have 
the facilities to do the necessary work at 
less cost than in the U.S. or most other 
countries. And they assert that, in much 
of the research, their scientists are work- 
ing along lines other countries have 
neglected or only started to develop. 
@ Strict control is being exercised over 
the entire research program by the U. S. 
Military Government as a_ precaution 
against the secret development of war 
processes. Each research group must file 
a detailed outline of its project and ob- 
tain a license before it can go ahead. 

The sale of research data also is to be 
subject to supervision. Industries abroad 
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may contract with German laboratories 
for special research or purchase the rights 
to processes they have perfected, but all 
transactions must have the approval of 
the occupying authorities. 

The view the Military Government 
takes is that the scientific output of Ger- 
man laboratories should be sold on a 
business basis, just as coal and textiles are 
being sold, and the proceeds used to buy 
the food and raw materials that Germany 
needs but is still too impoverished to 
finance. 

@ The present plan marks, in a sense, 
the end of “reparations” from German 
science. 

Allied agreement provided that all 
prewar and wartime developments of 
German scientists should become world 
property. Postwar accomplishments in 
research, however, are considered prod- 
ucts of German economy and not subject 
in the U. S.-British zones to confiscation 
without proper compensation. 

German laboratories may even salvage 
some cash return from research processes 
seized in wartime and later made avail- 
able to industries of the world. The Ger- 
mans hold the technical knowledve and 
experience on how to make these proc- 
esses work most efficiently—something no 
set of specifications reveals. Hence, Mili- 
tary Government officials think industry 
in other countries will buy this know-how 
and retain German scientists as consult- 
ants before attempting to take advantage 
of the seized formulas commercially. 

If this develops, it could speed the 
widespread utilization of German trade 
secrets and technical developments in 
industries throughout the world. 
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GERMAN SCIENTISTS IN TEXAS: Their colleagues at home go back to work 
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ITALY’S CABINET STRIVES TO AVERT CRASH 


Communists, confident that Government will 
be unable to cope with problems of inflation 
and finance, expect victory in next elections 


Reported from ROME 


Communist pressure now is building 

up against the new non-Communist Gov- 
ernment of Italy. Powerful opposition 
from the Left is to complicate the Gov- 
ernment’s efforts to solve the country’s 
urgent problems of inflation, unemploy- 
ment and hunger. 
@ Success or failure of Premier Alcide 
de Gasperis Cabinet in the next three 
months can be the thing that determines 
which way Italy will turn in the national 
elections scheduled for next autumn. If 
the Christian Democrats now in power 
fail to survive the gathering difficulties 
the way will be left open for rule by 
Communist supporters by the end of 
this year. 





Previously De Gasperi has complained 
that his Government has been hamstrung 
by its Communist members. Now that the 
Communists are out, he is under new 
pressure to make good or get out and let 
the left-wingers have a chance. 

The Cabinet's chances of success can 

be measured by the immensity of the 
problems it must try to solve. 
@ Inflation is encouraging hoarding and 
speculation and discouraging industry 
from making any long-range plans for a 
real comeback. It is keeping labor in con- 
stant agitation for higher wages to meet 
rising living costs. 

Retail prices, on the average, are 45 
times higher than they were in 1938, and 
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ITALIAN AUTOMOBILES IN PRODUCTION 
Can Italy step up manufactures for exports... 
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the cost of many essentials has increased 
even more. Olive oil, a staple of the 
Italian diet, has gone up more than a 
hundredfold. 

The answer to inflation is more pro- 

duction. But that, in turn, depends mostly 
on increased imports. 
@ International trade of Italy is so bad- 
ly out of balance that she cannot afford 
the quantity of imports needed for rapid 
recovery. 

Italy needs $685,000,000 worth of in- 
dustrial and food imports in the next six 
months. 

Italy can pay for only half of her im- 
port requirements. The Government esti- 
mates that, even if Italy receives one 
hundred million dollars from the U.S. 
relief program, she still will be short of 
dollars for the rest of 1947. 

Loans of two hundred million dollars 
are the only thing that can fill the gap. 

The U.S. Export-Import Bank still has 
a hundred million dollar credit ear- 
marked for Italy, and it is likely that 


FREE MEALS FOR ITALIAN CHILDREN 











release of the credit will be authorized 
sometime this summer. 

Italy is negotiating with Argentina for 
a loan of about $150,000,000 to finance 
purchases of wheat. Long delays have 
been caused by Argentina's insistence on 
a higher price than Italy has been willing 
to pay, but there are signs now that the 
two countries are nearing agreement. 

@ The budget deficit must be reduced 
substantially if the Government is to 
save itself from bankruptcy. 

In the fiscal year now ending, expendi- 
tures have been three times as large as 
income. Deficit for the year is 610,000,- 
000,000 lire, equivalent to $2,700,000,- 
000 at the official rate of exchange. The 
gap is so huge that the Government can- 
not hope to close it in one year. 

For the fiscal year 1947-48, the Gov- 
ernment expects to run a deficit one third 
the size of this year's. 

Expenses are to be lowered by a num- 
ber of economies, according to present 
plans. Catch here is that the two largest 
items scheduled for reduction are hard to 
trim without causing serious political 
trouble. They are expenditures for food 
subsidies and public works. 

If food subsidies are eliminated or 


sharply reduced, Italians will have to pay 
a much higher price for their bread. If 
the public-works program is slashed, hun- 
dreds of thousands of disgruntled workers 
will be added to the 2,500,000 already 
unemployed. 
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So as to pay for food and other imports... 


Both these developments might play 
into the hands of the Socialists and Com- 
munists, who could argue that the Gov- 
ernment first was raising the price of 
bread and then taking it out of the 
mouths of the workers. 

Income for the Treasury is to be in- 

creased by new taxes aimed at the 
wealthier classes, who thus far have man- 
aged to evade many of their tax responsi- 
bilities. The Government has announced 
a capital levy on all private fortunes 
above $13,350, but difficulties are an- 
ticipated in its enforcement. Premier De 
Gasperi estimates that changes in the tax 
system will bring in an extra $1,400,- 
000,000 in the 1947-48 fiscal year. 
@ Responsibility for pulling Italy out of 
her present predicament now rests heavi- 
ly on the shoulders of De Gasperis 
minority Cabinet, which consists of 10 
Christian Democrats and 5 independent 
“technicians,” most of them conservative. 
By today’s standards in Italy, it is a Cab- 
inet slightly right of center. 

Key man in the Cabinet is 73-year-old 
Protessor Luigi Einaudi, formerly Gov- 
ernor of the Bank of Italy. As Vice Pre- 
mier and head of the Ministry of the 
Budget, he has the task of co-ordinating 
Italy's economic and financial policy. 

Dr. Einaudi has a reputation as an 
able economist and as a long-time op- 
ponent of restrictions on business. The 
shakiness of Italy's economy, however, 
will compel him to adopt some controls. 
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@ Opposition to De Gasperis Govern- 
ment is strong. It may be powerful 
enough to provoke another Cabinet crisis 
soon. The Communists and their allies, 
the left-wing Socialists, are starting a 
vigorous campaign against the Govern- 
ment. The weight they can throw into 
such a campaign is impressive. 

Communists and Socialists won nearly 

40 per cent of the votes in the last na- 
tional elections a year ago, and they have 
gained strength steadily since then. The 
Communist Party controls nearly six mil- 
lion Italian workers through its domina- 
tion of the General Confederation of 
Labor, which includes most of the coun- 
trys unions. 
@ Communist tactics, however, are not 
expected to take the form of violence at 
this time. John W. Mowinckel, World 
Report's staff correspondent in Rome, 
cables this forecast of the political 
struggle that will take place in Italy this 
summer: 

“Probably the Left-wing will react 
only with words and possibly peaceful 
demonstrations and half-hour strikes. No 
wave of strikes or violence is expected, 
since the Communists are thinking of the 
coming elections. A recent Communist 
resolution calls for a campaign to in- 
crease membership by 300,000 in the 
next three months and to intensify the 
spread of Communist ideology. Italian 
Communists want to gain control by 
votes, not violence.” 
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Without the support of left-wing parties? 
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U.S. INCREASES TEMPO OF STOCKPILING 


Purchasing is not to be rushed, however, 
unless emergency develops. Government 
avoids competition with industry in buying 


The United States is speeding up the 
building of a $2,100,000,000 stockpile of 
strategic materials to be stored in peace 
against the possibility of another war. 

Most of this money is to be spent out- 
side the U.S., where nations in need of 
U.S. dollars will benefit through extra 
sales. Soviet Russia also is building a 
stockpile and is buying materials the 
U.S. needs. 

Details of the U.S. program, kept un- 

der wraps since the war as a top secret 
for security reasons, now are emerging. 
This is what is happening: 
@ A speed-up in stockpiling is begin- 
ning. At present it is a strong undercur- 
rent of buying beneath the orders of in- 
dustry. It may reach boom proportions if 
relations between Russia and the U.S. 
get no better. 

The U.S. Government is not rushing 
yet to buy strategic materials away from 
other nations. Unless an emergency 
arises, the U.S. stockpile set as the mini- 
mum for peacetime security is not to be 
completed before 1952. 

Aim of the program is to get enough 
of the raw materials the U.S. lacks to 
carry industry through a five-year war. 
The chart shows the priorities given for 
the purchase of the major materials need- 
ed for the stockpile. 

A nest egg of strategic materials, in- 
cluding many that could not be pur- 
chased now without upsetting world 
markets, already is stored away in U.S. 
Government warehouses by the Army- 
Navy Munitions Board. These stocks can- 
not be released until six months after 
Congress has been notified of intent to 
sell. 


Most of the stocks on hand were | 


transferred from the wartime reserves of 
the Office of Metal Reserves and other 
branches of the Government. In addi- 
tion, the Munitions Board is holding some 
materials acquired during the last year on 
the world market. But only part of the 
$100,000,000 Congress supplied the 
Board for purchasing during this period 
was spent. 
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The Board now is asking Congress for 
$360,000,000 to be spent in the fiscal 
year that begins in July. 

q] The timetable of purchasing strate- 
gic materials is controlled by several 
factors. 

Urgency is the over-all guide. A crisis 
involving danger of war or even the 
threat of war within the next five years 
would lead the Munitions Board to spend 
what it has and to ask Congress for more 
money immediately. At present, in a 
period of exhaustion from the last war, 
no such crisis figures in the calculations. 

Availability of materials wanted for 
the stockpile is determining the timing 
of many purchases. For example, Gov- 
ernment buying of lead at present would 
boost prices already high because of 
short supply. As a result, lead for the 
stockpile is to be bought only after cur- 
rent needs of U.S. industry are met. 

What Russia is doing is a big factor in 
the U.S. program. Official statistics pub- 
lished outside the Soviet Union show 
what Russia is buying. 

All the tungsten from China, world’s 
largest producer of the steel alloy used 
in making armor-piercing projectiles, is 
going to Russia. Chinese customs. sta- 
tistics show that Russia acquired 4,440 
tons of tungsten ore in 1946 and is to 
get more this year. 


“C” PRIORITY 


(Not needed now) 


“B” PRIORITY 


“A” PRIORITY 
(Needed now) 


Tungsten ore comes from the National- 
ist South, not the Communist North, of 
China. The Nationalist Government is 
paying in tungsten for arms delivered by 
Russia to the Chinese under a 1938 
barter arrangement, when China needed 
weapons to fight the Japanese. Shipments 
are going to Russia through the ports of 
Hong Kong and Shanghai. 

Because Russia gets all of China’s out- 
put, the world price of tungsten ore is 
rising. Prices in the U.S. now stand at 
$30 a ton compared to $22 early in 1946. 
There is some tungsten on U.S. stock- 
piles now. The Munitions Board may 
wait for lower prices to buy more. 

Russia also bought up all of China’s 
1946 production of tin ore, totaling 
1,170 tons. In addition, Russia is taking 
about 50,000 tons of copper and 40,000 
tons of lead from Yugoslavia this year 
and is getting about 70,000 tons of zinc 
out of Poland. 

At present there is no sharp competi- 

tion between the U.S. and Russia for 
strategic materials, but, as the U.S. steps 
up its stockpiling program, such competi- 
tion may develop. 
@ What is wanted for U.S. stockpiles 
are 83 raw materials, few of which can 
be found in adequate supply within the 
U.S. One of the reasons why the Muni- 
tions Board failed to use up the $100,- 
000,000 earmarked for stockpiling last 
year is that Congress put a “Buy Ameri- 
can” tag on the money. But materials 
wanted for the stockpile must come from 
other countries for the most part. 

Mica, which is on the “A” priority list 
of strategic and critical materials, is a 


(U.S. production or substitutes available) 


















case in point. All producers of mica in 
North Carolina found an _ unidentified 
purchaser for their entire output last 
year, presumably the Munitions Board. 
Most of the world’s high-grade mica, 
however, comes from India, which is 
seeking a reduction in the U.S. tariff 
on mica splittings used in the electrical 
appliance industry. More mica of better 
quality than the U.S. can supply is 
needed for the stockpiles. 

Rubber, once hard to get, now is no 
problem for the Munitions Board, which 
may take over a portion of the 216,000 
long tons of natural rubber now held by 
the Reconstruction Finance Corporation. 
This rubber cost 23 cents a pound. Rub- 
ber now is selling at 18 cents. Items on 
the stockpile like tung oil, opium and 
wool must be rotated to avoid spoiling. 

Money losses due to stock rotations of 
some items, however, may be made up 
by the increased value of other materials 
on hand. Any threat of war would boom 


STRATEGIC MATERIALS : 


the price of all items on the stockpile. If 
there is no threat of war, all the strategic 
materials stored still will be of value to 
industry. 

€@ Buying methods for the U.S. stock- 
pile vary with each material purchased. 
In general, however, buying follows this 
pattern: 

Security provisions keep a curtain over 
all Government purchasing. The Muni- 
tions Board gives no statistics on the 
quantities of each material on the stock- 
pile nor on what is to be purchased with- 
in a given period. 

Outside the U. S., commercial attachés 
and consular officers of the U.S. mis- 
sions watch for offers of materials on the 
Munitions Board’s “A” list. Sellers ap- 
proaching U.S. representatives are in- 
vestigated to establish both their credit 
standing and international connections. 

When the Munitions Board decides to 
buy a given material, requests for bids 
go out to a selected list of sellers who are 


How U.S. Charts Defense Stockpile 
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asked to treat the negotiations as confi- 
dential. Future purchases will be geared 
to State Department policy; friendly 
nations are to get most of the orders. 

Industry is an ally, not a competitor, 
of the Munitions Board. Richard R. Deu- 
pree, executive chairman of the Board, 
is president of the Procter and Gamble 
Company and is to be succeeded by 
another executive of private industry this 
year. The Board also leans heavily on 
voluntary committees of industrialists 
working on a plan for industrial mobiliza- 
tion in time of war. The plan is to be 
made public this autumn. 

@ The pace set for stockpiling by the 
U.S. now is kept slow deliberately. 

Careful buying enables the U.S. to 
place emphasis on quality and price. 

A race in which price was no object 
would develop only in an emergency. At 
present the only possible competitor in 
such a race for strategic material would 
be Russia. 
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BRITAIN SPURS 





PRODUCTION 


TO AVOID ANOTHER CRISIS 


Industry engaged in crucial six-week drive 
that Government hopes will raise output 


to new peak before summer letdown begins 


Reported from LONDON 


Great Britain now is trying to save her 
economic planning with a 40-day work 
drive of wartime proportions. 

If Britain is to hit the targets set as the 
minimum for economic recovery, indus- 
trial production during these crucial 
weeks must reach the highest levels of 
peacetime history. 

The record thus far is good. Industrial 
output is regaining the peaks attained 
just before the blast of snow, rainstorms 
and floods struck Britain early this year. 
But Britain must do more than catch up; 
she must make up for exports and stock- 
piles lost during the industrial shutdown 
this spring. 

@| The six-week sprint now in progress 
is to last until mid-July, start of the vaca- 
tion period when production will fall. 
The rush toward top production began 
after the Whitsunday holidays at the end 
of May. William H. Lowe, World Re- 
port staff correspondent in London, gives 
the following analysis of Britain’s drive: 

The current six-week period is vital be- 
cause the work force is near the top level 
in both mines and factories. The weather 
is good; men are staying on the job. This 
should be the years most productive 
season. 

Britain is struggling to narrow the gap 
between exports and imports. In April, 
this gap stretched from exports worth 

330,000,000 to imports worth $588,- 
000,000. The current work drive will not 
close the gap, but the record of output 
under today’s improved conditions is to 
show how fast Britain can hope to reduce 
it. 

Coal miners star as the most important 
members of Britain’s production team. 

Each day’s work counts in the mines. 
The loss of one workday after Whit- 
sunday, when Britain’s workers always 
take a day off, cost the nation more than 
a million tons of coal. In that week, only 
three million tons were mined as com- 
pared to 4,030,000 tons taken out of the 
ground in the previous week. 

The labor force in mining stands cur- 
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rently at 716,000. That is fifty thousand 
less than before the war, but the Govern- 
ment expects to have a total of 730,000 
men in the mines by the year’s end. 

Coal production for the five months 
ending in May was 83,000,000 tons. That 
means that British miners must produce 
more than 4,200,000 tons each week 
through June to reach half the goal for 
1947, which the Government has set at 
200,000,000 tons. 

Labor unions and industrial employers 
agree that this target is not high enough. 
They insist British mines must produce 
at least 220,000,000 tons of coal if the 
country is to have enough fuel to keep 
industry running on schedule through the 
coming winter. But they agree that the 
miners will be doing well to produce the 
minimum the Government asks. 

Coal is pacing steel. In April, steel 
climbed back to the 1946 average, with 
weekly production at 236,000 tons as 
compared to a March average of 196,000 
tons. Part of this gain, however, was 
made only by drawing heavily on stocks 
of pig iron and scrap metal. Steel pro- 
duction can rise further only if the in- 
dustry gets more coal. 

Steel is pacing exports. Engineering 
machinery, top item of British exports 
last month, depends on steel. The auto- 
mobile business, second highest on the 
export list, is facing summer shutdowns 
involving 20,000 men unless it can get 
more steel. 

Steel and coal now are going to indus- 
tries carefully selected for their value to 
British production and British exports. 
Shipyards, which had a priority on steel 
when Britan built 53.3 per cent of the 
world’s new tonnage last year, now are 
off the priority list. 

As a result, shipbuilders can only hope 
that the current drive for production will 
give them the steel needed to meet their 
obligations. Vickers Limited is holding 
$4,000,000 in a special fund to cover 
contract losses on ships held up for lack 
of steel. Meanwhile, British shippers are 











at least eleven million tons 
more coal this year so that 
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buying 137 ships, 
from the U.S. 

To speed the pace of production, the 
Government is spending $1,600,000 this 
year on an advertising and publicity cam- 
paign to tell Britons they must “work or 
want.” 

Posters on highways and in factories 

proclaim Britain’s needs. Trade unions 
are calling workers to mass meetings 
after hours to see Government films 
showing what increased production 
means to each worker. 
@ The stakes involved in the current 
sprint for production include not only 
the export dollars Britain must earn to 
pay for her imports, but also the quantity 
of goods produced at home to be sold 
to Britons. 

Safety for Britain’s economy is to be 
attained only when exports catch up with 
imports. Currently Britain is paying only 
for two thirds of her imports and is buy- 
ing one third on credit. The gap between 
imports and exports may total as much 
as $2,200,000,000 this year. 

At this rate, the U.S. loan and the 
Canadian credit, which together total 
$5,000,000,000, may be used up by next 
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'N; Britain must do more than catch up and the coal miners are the most important members of the team 


summer. Britain then would be down to 
reserves of foreign exchange estimated at 
$2.500,000,000. To protect this reserve, 
Britain must boost exports to the target 
of $4,000,000,000 this year despite an 
$800,000,000 loss of exports during last 
winter's fuel crisis. 

More consumer goods produced in 
Britain are to be left for British buyers 
only if production rises sufficiently to 
make this possible. 

Paid vacations granted to workers this 
year, may give way to unemployment 
next year if production of coal and steel 
does not hit new highs during the cur- 
rent drive. 

The five-day week, now standard not 
only in Britain’s coal mines, but also in 
the shipyards, steel mills, engineering 
works and many other industries, is only 
on trial. If production suffers, labor is to 
be asked to work more days. 

Pav increases for miners and indus- 
trial workers are still on the shelf, await- 
ing improved output. The National Union 
of Mineworkers has refused to support 
the demand of their General Secretary, 
Arthur Horner, for a wage rise of $4 a 
week on the $20-a-week base pay for un- 
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derground workers. The miners hold that 
such an increase would bring on an in- 
flation spiral. They are willing to wait 
now, but they may become impatient this 
winter. 

@ What comes next after the beginning 
of vacations in July, depends largely on 
the records of production made curing 
this crucial period and the willingness 
of the British worker to make sacrifices. 

Holidays for teapots now are being of- 
fered to workers by resort hotels short 
of crockery and table linen. But few 
workers are able to pay their way with 
such scarce goods and most workers want 
to be able to buy more goods for them- 
selves. When the vacation season is 
ended, Britain may face new demands 
for consumer goods at home. 

Profiteers, called “spivs” in Britain, are 
increasing in number as the shortage of 
consumer goods continues. Workers can 
make as much as six months’ salary by 
selling an automobile. Some are quitting 
work to seek such quick profits. 

Shifts to home markets to meet the 
needs of industry are to be expected this 
winter. British exports will suffer. 

Exports of equipment for producing 
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electric power, for example, are three 
times greater in value and half again as 
large in volume as before the war. Most 
of these exports go to “hard currency” 
countries. This winter, however, generat- 
ing machinery must be kept at home to 
make a start on Britain’s own needs. Total 
production of power equipment, includ- 
ing exports, in 1946 was less than 58 per 
cent of the replacements and new equip- 
ment Britain needs each year up to 1954. 
Imports must be kept above the mini- 
mum essential to industry. A temporary 
halt in imports of American carbon for 
automobile tires now is creating another 
bottleneck in the automobile business in 
Britain. Tire factories forced to put 
skilled workers on part time are dis- 
turbed because many are leaving the in- 
dustry to get full-time work. 
€) Hope for Britain thus lies in record 
production during this crucial period be- 
tween the fuel crisis and the summer va- 
cations. There is to be no letdown for 
those who remain at work, no easing of 
the pressure to produce next winter. But 
if Britain’s:output soars during these 40 
days, a backlog of coal and steel may pro- 
vide the basis for continued recovery. 
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SHOWDOWN COMING IN DUTCH EAST INDIES 


Present stalemate between Netherlands 
and Indonesians over division of islands’ 
wealth puts strain on Holland's economy 


Reported from BATAVIA 
and WASHINGTON 


A showdown is shaping up in the 
Netherlands East Indies, where the Dutch 
Government and Indonesian Republic are 
at odds over how to divide the wealth 
of the rich islands. Dutch patience is 
wearing thin because the delay is hurting 
them more than it is the Indonesians. 

The Dutch are being squeezed at home 
by the mounting military costs and falling 
trade revenues in the Indies. They had 
counted upon the raw materials from 
their Far Eastern colony to help rebuild 
their war-torn country. Instead, the mili- 
tary outlay in the East Indies is taxing the 
Dutch heavily in money and man power, 
at the expense of reconstruction at home. 

The stalemate also is hampering post- 
war rehabilitation in the East Indies. The 
Dutch want a $300,000,000 loan from 
the World Bank, but chances of getting 
it at this time are so slight that Dr. 
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Hubertus van Mook, Queen Wilhelmina’s 
representative in the East Indies, has 
postponed a proposed trip to the U.S. 
€| East Indies exports still are a fraction 
of prewar, even thcugh Japan surrendered 
more than 20 months ago. Besides, many 
raw materials the Indies can supply no 
longer are as scarce as they were a year 
ago. Malaya took the best of the postwar 
market for crude rubber and the Philip- 
pine Republic cashed in while the price 
of coconut oil was at its peak. 

A wealth of raw materials is available 
for export in areas controlled by the 
Indonesian Republic, but only a small 
amount is getting through the Dutch 
Navy's economic blockade. Before lifting 
the blockade, the Dutch want an agree- 
ment in writing regarding several details 
of the peace pact they concluded with 
the Republic three months ago. 





—Black Star 


STALEMATE: Dutch negotiators (I. to r.) van Poll, Postuma, “an Mook 


Differences exist concerning how for- 
eign exchange is to be divided. The 
Dutch want half, but the Indonesians 
think they should have the biggest share. 

The Indonesians want more say in the 
interim government than the Dutch are 
prepared to give them. 

The Dutch want to police all the 
Indies, but the Republicans insist on hav- 
ing their own police force. 

While Dutch and Indonesians argue, 
prices of tropical raw materials fall. 

Rubber accounted for nearly halt of 
Indonesia’s revenue from exports last 
year. Still, even with prices at an all-time 
high, less than $30,000,000 was earned 
compared to $104,000,000 in 1939. An 
estimated $100,000,000 worth of rubber 
remains in Republican territory. While it 
has been held off the world market, the 
price has dropped nearly one third. 

Copra, of which the Indies formerly 
supplied about one fourth of the world 
total, brought the Dutch only a few 
million dollars last year. Exports are 
picking up this year, with March -ship- 
ments totaling 27,000 tons, but during 
the delay the price has dropped to $160 
a ton from $240 last autumn. 

Tin is one of the most promising 
sources of revenue for the Dutch. Most 
of the mines are in Dutch-held territory 
Production is increasing steadily, and 
prices are a third higher than a year ago. 
This year the Dutch expect to ship 20,000 
tons of tin ore. 

Petroleum is being produced in steadily 
increasing quantities. Within the next 
30 days, the Standard-Vacuum Oil Com- 
pany, a U.S. firm, expects to have its 
refinery on the island of Sumatra back in 
operation. In view of the troubled politi- 
cal situation, however, the firm is re- 
habilitating only existing facilities. Out- 
put is not expected to exceed 20,000 bar- 
rels daily, against 45,000 before the war. 

Sugar stocks on the island of Java now 
are being surveyed by the International 
Food Committee, which doesn’t expect 
to find more than a fraction of the 800,- 
000 tons the Indonesians claim exist. 
Sugar production is almost at a standstill. 
Present indications are that it will be 
several years before Java again becomes 
an important sugar exporter. 

A rice surplus is proving valuable to 
the Indonesian Republic. The Japanese 
stimulated Java's production at the ex- 
pense of such products as sugar and 
kapok. Now the Dutch need Java's rice 
for the islands they dominate in the 


Indies. Other Far Eastern countries also 
are bidding for it. India already has re- 
ceived 100,000 tons and wants 600,000 
tons more, 

q) East Indies imports are falling off as 
a result of the lag in exports. There is an 
acute shortage of consumer goods, espe- 
cially textiles. The Dutch have found it 
necessary to reduce their purchases 
abroad. Some orders placed in the U. S. 
for machinery have been canceled. 

The Indonesian Republic has made 
several deals to get consumer goods in ex- 
change for raw materials, but few of 
them have materialized. The region has 
received none of the cotton textiles India 
agreed to trade for rice. A U.S. ship has 
been in East Indian waters since May 10, 
awaiting Dutch clearance to enter Repub- 
lican ports with its cargo of trucks, trac- 
tors and textiles. The Australians are get- 
ting a few ships through the blockade. 
They are taking in textiles and light 
machinery in exchange for tea and kapok. 

A bright spot in the trade picture is 

that the Indies soon are to get some of the 
Dutch-owned goods that have been 
stacked up in Australian ports since the 
end of the war. Australian waterfront 
workers now agree to handle some of the 
cargo—40,000 tons of medicines, flour, 
dried milk and other articles that will 
benefit the Indonesians. The Australians 
still refuse to load equipment that might 
help the Dutch wage war on the Indo- 
nesians. 
@ Smuggling thrives, with Singapore the 
main trading center. The Dutch Navy has 
cut down the illegal trade, but Chinese 
junks still are carrying out about 20,000 
tons of rubber a month as well as spices, 
tobacco, tea and vegetable oils. 

Small-scale smuggling also is develop- 
ing with the Philippines as a result of 
Indonesia’s shortage of dollars. Traffic 
mainly is in copra from the eastern islands 
of the Indies. 

The Dutch contend that the Chinese 

ships smuggling out Indonesian raw 
materials are bringing in arms and ammu- 
nition for the Republicans. 
@ Dutch military strength has been built 
up steadily in the East Indies during the 
last year. More than 100,000 Dutch and 
native troops now are under arms. They 
have a large amount of U.S. and British 
equipment. 

Concern over a possible display of 
force by the Dutch is being shown by 
the Republicans. Their Army is being 
mobilized, including the troops that were 
trained and equipped by the Japanese. 
Air-raid drills are held in some cities. 
q A peaceful settlement still is regarded 
as possible, however, by neutral observers. 
They point out that the differences now 
are clearly defined for the first time, and 
both sides appear willing to continue 
negotiations. Nevertheless, the outlook is 
that when the Dutch get the East Indies 
operating again, the islands will not be 
the rich revenue producers of the past. 


WHILE DUTCH AND INDONESIANS ARGUE 





~Netherlands Information Bureau 


COPRA WORKERS: The price of coconut oil falls 
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RUBBER FACTORY: $100,000,000 output is stalled awaiting export 
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-~Netherilands Information Bureau 


OIL DOCK: Production remains at a fraction of prewar volume 
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WHO MAKES THE WORLD’S STEEL: S$ 


Comparison of prewar and postwar 
production in the principal steel- 
producing countries except Russia. 


Figures are metric tons per month. 


The situation in steel pin points the overriding prob- 
lem in postwar economics. Before the war, Europe pro- 
duced half the world’s steel; today, about one fourth. The 


postwar shift in this most basic of all industrial commod- 


ities is shown in detail in the Worldgraph. 
Russian production is not shown because comparable 
figures are not made public by the Soviet authorities. 











Increase 
1947 or decrease 


Canada,. 217,400 = 86% 
Sweden, . 105,000 ~- 6% 
Australia . 104,500 _ =; 6% 
a, ie 112,000 ~ 30% 
South Africa 44,000 =~ 69% 
ae 36,300 =~282% 
Mexico". ... 20,700 +~+223% 
Belgium ... 231,000 —- 8% 
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SHIFT TO THE WESTERN HEMISPHERE 


Current output there probably is somewhat less than Increase in U.S. production almost exactly equals the 
2,000,000 tons a month. Chief effect of Russia on the pic- decrease in German production, while increases for four 
ture of world steel is the likelihood that considerable other Western Hemisphere countries nearly equal the net 


Swedish, Polish and Czechoslovakian steel will go there. decrease for all the European countries shown. Thus, to 
For several of the smaller producers, for whom 1947 re-establish the prewar balance it would be necessary to 
figures were not available, 1946 figures are used, and the ship 30,000,000 tons of steel from the Western Hemi- 
prewar Polish figure is for 1938. sphere to Europe during the current year. 




















Report on World Politics 


RUSSIA’‘S CAMPAIGN TO DISCREDIT THE U.S. 


Soviet propagandists concentrate on two 
themes—America’s ‘sinister’ policy in world 
affairs and her alleged weaknesses at home 


(As world affairs grow more troubled 
and uncertain, the propaganda dis- 
tributed by Soviet and Communist or- 
gans takes on a more strident and insist- 
ent tone. 

(What is behind this intensified cam- 
paign in a controlled radio and press? 
Why was it launched and what do its 
promoters hope to gain? 

(WORLD REPORT herewith exam- 
ines briefly Russia’s propaganda meth- 
ods with a view to clarifying a fre- 
quently overlooked phase of interna- 
tional relations.) 


OVIET RUSSIA is stepping up sharply a 
S propaganda offensive against the 
U. S. as the major power of the Western 
world. 

Ever since President Truman’s deci- 
sion to give economic and military aid 
to Greece and Turkey, the U.S. has 
become more and more a target for 
Soviet and Communist disapproval. 
Russia’s press and radio, for home and 
world consumption, depict America as 
a menace to world peace. 

The change in the attitude of Soviet 
propagandists toward the West, both 
Britain and the U. S., has been progres- 
sively discernible since the spring of 
1946. The shift began after the con- 
clusion of the first meeting of the Big 
Four Foreign Ministers in Paris. In the 
beginning, the U.S. and Britain alter- 
nated as the objects of Soviet condem- 
nation. Then, as Britain’s economic sit- 
uation deteriorated, the U.S. became 
the chief target. 

It remained, however, for the pro- 
mulgation of the “Truman Doctrine” to 
bring on the co-ordinated assault now 
in progress against the U.S. 

The two major themes on which So- 
viet propaganda concentrates are these: 

First, the Russians contend that the 
U. S. is weak internally. They profess 
to see nothing but economic instability, 
industrial discord, racial tension, ex- 
ploited masses and _ Fascist-minded 
monopolies. 

Second, the Soviet propagandists 


charge that the external policy of the 
U.S. is a menace to world harmony and 
freedom. The Russian indictment here 
accuses the U.S. of being a haven for 
reactionaries and militarists who plot 
the economic enslavement of other na- 
tions and ultimately seek world domi- 
nation. 

The two basic themes are not new, 
but they are being employed in a new 
way by being connected, whenever pos- 
sible, to the “Truman Doctrine.” 

The reason for this strategy is that 
it enables the propagandists to concen- 
trate most of their fire on a single 
target. 


The Tactics 


Where international affairs are con- 
cerned, Moscow claims to detect “sinis- 
ter” workings of U.S. policies in every 
development displeasing to the Kremlin. 

When the topics deal with the U. S. 
home front, the propagandists interpret 
conditions inside America as evidence 
that “monopolists” are using the “Tru- 
man Doctrine” to counteract domestic 
pressures. : 

In the effort to press hame such 
contentions, a favorite device of the, 
propagandists is to ascribe, by way of 
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RUSSIAN ANNOUNCER 
Anti-U. S. story 260 hours a week 
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contrast, all virtues and durability to 
the Soviet Union. 

For example, Moscow describes U. S. 
and Canadian research in the Far North 
looking to the defense of North America 
from a transpolar attack as definite evi- 
dence of “long-range planning for 
aggression.” 

At the same time, Russia reports its 
own expeditions are “courageously ex- 
ploring the Arctic for loftier all-peoples 
purposes’ without any “reactionary, 
imperialistic motives.” 

Similarly, the “Truman Doctrine” is 
described by the propagandists as the 
“logical outcome of the U.S. past, 
tainted with violent expansion, con- 


quest, annexation and gross interference ° 


in the affairs of other nations.” 

The attitude of the U. S. is compared 
unfavorably with that of the U.S. S. R. 
where, so the Russians say, “expansion- 
ist tendencies do not exist.” They de- 
clare that “the myth of Red imperialism 
is an old gag.” 

The anti-U.S. story that Moscow 
primarily seeks to tell is being broadcast 
to six continents 260 hours weekly in 
30 languages. It is being printed in the 
numerous publications controlled or in- 
fluenced by the Communist Party. And 
it is being reflected in the literature, 
drama and motion pictures produced 
within the Soviet sphere. 

Observers appear to agree, however, 
that first and foremost the propaganda 
is directed at the people of the Soviet 
Union and is designed to consolidate 
the position of the Government at home. 

This theory finds support in the alarm 
manifested by the Kremlin over the 
possible effects of contact with the 
West at the close of the war, and by 
the determined effort to purge Soviet 
life of Western influences. 

A “back-to-Soviet-normalcy” drive 
has been in progress for some time, but 
the propaganda organs evidently con- 
sider it still necessary to demand a 
“struggle against the survivals of capi- 
talism in the minds of the people.” 

Material for home consumption also 
stresses the danger of “encirclement” 
by Western powers under U. S. leader- 
ship, lack of co-operation with the 
Soviet Union in establishing peace, and 
the possibility of another war fomented 
by the “militarists” and “reactionaries” 
abroad. 
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RUSSIAN READERS: The good life 


“The Truman Doctrine of ill fame,” 
as the Russian propagandists describe 
it, is being generally blamed for the 
disturbing state of world affairs. And 
Soviet citizens are told that their lot is 
much better than that of U. S. workers, 
who are portrayed as victims of low 
wages and high prices. 

Outside Russia, the tone of propa- 
ganda material is frequently less sharp 
in some countries within the Soviet 
orbit and shows more restraint than that 
circulated for home consumption. This 
is the case in countries having long 
historical ties with the U.S. by reason 
of immigration and other associations. 
Finland, Czechoslovakia, Hungary, and 
even Poland, have shown so much skep- 
ticism about blatantly anti-U. S. propa- 
ganda that more subtle methods are 
being used to present the Soviet story. 


The Results 


In the Balkans, however, such re- 
straint apparently is not considered 
necessary. The Communist Party con- 
trols all media of expression, and past 
ties with the U.S. are not a major fac- 
tor to reckon with. The propaganda 
material closely resembles the polemic 
style and treatment used for Soviet 
home consumption. 
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For Western Europe, Moscow stresses 
what it terms the danger of economic 
domination by the U.S., a favorite 
topic. The Soviets tell Britain she is in 
the process of being absorbed by Amer- 
ican “imperialism.” The economic woes 
of other nations are attributed, directly 
or indirectly, to the machinations of 
“reactionaries” of Wall Street or Wash- 
ington. 

What Moscow hopes to gain by its 
intensified campaign of propaganda 
against the U.S., and how it rates its 
chances of success are questions which 
only the men in the Kremlin can answer 
accurately. 

The apparent objective, at the mo- 
ment, is to discredit the U.S. com- 
pletely throughout the world. This 
would be in line with the Marxist pre- 
cept of relentless attack on capitalism, 
but events have shown that Soviet Rus- 
sia long since has ceased to hew closely 
to the Marxist line. 

And seeking to discredit the U. S. 
completely is a tall order, even for the 
well-integrated propaganda machine at 
Soviet disposal. 

The reputation the U.S. has gained 
throughout the world is one reason. 
Another is the fact that the outpourings 
of Moscow have a low rating for verac- 
ity in many countries. 
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at home is contrasted to America’s exploited masses, racial tension, instability 


Moscow, moreover, still must live 
down the fact that its propaganda 
drums beat loudly for the Axis before 
Russia was invaded in 1941, and then 
switched overnight to beat out con- 
tinuous, if extremely moderate, praise 
of the Western powers, previously un- 
der vehement attack for their opposition 
of Hitler. 

The possibility that the propaganda 
line may again reverse itself so drasti- 
cally is not to be ruled out of the picture 
if economic or other conditions so dic- 
tate. The rulers of Russia have demon- 
strated themselves to be opportunists in 
this respect. 

Meanwhile, the propaganda offensive 
of the Soviets represents a disturbing, 
disruptive element in the world picture. 
Some analysts feel that in the long run, 
its very vehemence may blunt its effec- 
tiveness, but its short-term results are 
much more difficult to gauge. 

How much confidence the Russians 
have in the outcome of this psychologi- 
cal warfare on the U.S. is unknown. 
However, it is a matter of record that 
Moscow’s reaction to U. S. broadcasts to 
other countries has become increasing- 
ly angry. The Kremlin apparently 
would prefer to have only the Soviet 
versions of events disseminated at this 
time. 
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VACATIONISTS MAY EASE 





DOLLAR SHORTAGE ABROAD 





Government efforts to encourage tourists 
designed to provide income for nations 
whose earnings through trade are lagging 


A new drive to boost overseas spending 
by American travelers is being advo- 
cated in the U.S. Congress. The idea is 
to give other countries a chance to get 
dollars to make up some of the gap in 
their trade with the U. S. 

Probability is that payments by Ameri- 
cans for vacations and business trips 
abroad will reach $750,000,000 this year. 
This will be the highest figure for such 
expenditures ever recorded. But it will 
not go far in meeting 1947 trade deficits, 
now running at $1,000,000,000 a month. 

Immediate trouble is the lack of trans- 
portation for thousands of potential tour- 
ists. Steamship companies and air lines 
are adding facilities as fast as they can, 
giving rise to forecasts that travelers will 
be spending up to two billion dollars 
yearly by 1950. It will be a long time, 
however, before that sum can be boosted 
to three billion dollars annually, as some 
members of Congress hope. 


@ Action now for stimulating future 
overseas travel by U.S. citizens includes 
instructions by Congress to Government 
agencies td reduce official red tape that 
discourages many prospective tourists. 
The U.S. State and Justice depart- 
ments, in response to the instructions, are 
at work trying to consolidate documents 
required of persons leaving the country. 
The Department of Commerce is mak- 
ing a long-range study aimed at bringing 
down transatlantic fares. 
@ Shift to tourists from the U.S. as a 
source of more dollars for needy nations 
is a result of inability of those countries 
to increase dollar earnings through trade. 
Delays in recovery abroad are driving 
a double wedge into the exchange of 
goods between the U.S. and the rest of 
the world. Low production makes it im- 
possible for many countries to sell more 
to the U.S. At the same time, it adds to 
the things they must buy from the U. S. 


U.S. TRAVEL ABROAD: RISE IN TOURIST SPENDING 


Ae) 1930 


1.500 2 


24 © WORLD REPORT 


I940 1947 


Estimate 


1950 


Estimate 


s 





All figures in 
millions of dollars 
17 

aa 


Copyright, 1947, by World Report (Photo from Acme) 





Loans are drying up faster than antici- 
pated. Price rises in the U.S. and poor 
crops Overseas are causing carly exhaus- 
tion of dollar credits. Even if the U.S. 
decides on broad-scale grants to Europe, 
many countries are going to be hard 
pressed for dollars to pay back loans al- 
ready spent. 

Snags in tariff cuts are to hold down 
what the U.S. buys from abroad once 
European output is restored. A world con- 
ference on lowering trade barriers is 
deadlocked now because U.S. Congress 
is authorizing higher duties on wool. 
@ Demand for more travel by residents 
of the U.S. is shown by issuance of 
passports, now running at 5,200 a week. 
At this rate, totals for the year are expect- 
ed to be at least 10,000 above 1946. 

Government experts figure that the 1 
per cent of national income devoted to 
overseas travel in the peak year of 1929 
will be equaled as soon as enough ac- 
commodations are ayailable to meet the 
demand. At present levels, that would 
mean $1,800,000,000 that other coun- 
tries could apply toward purchases from 
the U.S. 

@ Bigger budgets for touring are to raise 

that figure to $2,000,00u,000 and_pos- 
sibly beyond unless U. S. national income 
drops sharply. 

Paid vacations for American workers 
are much more common today than they 
were before the war. Lack of interrup- 


. tion in pay checks will encourage many 


families to visit relatives abroad. 

Fast air schedules are making it pos- 

sible for working people with only two 
weeks to spare for vacations to plan on 
European trips. What they are waiting 
for now is a reduction in fares that will 
bring travel costs closer to what they feel 
they can spend on a vacation. 
@ The immediate problem for the travel 
industry is to catch up with the demand. 
For the next several years, there will be 
takers for all the space that can be pro- 
vided by the transportation companies. 
During the same period, the countries of 
Europe will be adding to housing fa- 
cilities to care for tourists. 

After 1950, steamship lines plan a halt 
in new shipbuilding until they can meas- 
ure trends in air traffic. The extent to 
which air crossings increase depends on 
how deeply fares can be cut. And present 
costs of operation limit such reductions. 

The prospect is that U, S. tourists will 
provide help for dollar-hungry nations of 
Europe at an increasing tempo for the 
next few years. In the following decade, 
income from American travelers is to 
level off unless fast, relatively inexpen- 
sive transportation becomes more avail- 
able than it is today. 
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QUOTA LAW STIRS U.S.-CUBAN SUGAR WAR 


End of rationing and easing of world-wide 
shortage intensify Havana's eagerness to 


retain wartime share 


The end of sugar rationing for Ameri- 
can householders now is drawing atten- 
tion to an approaching battle over U. S. 
sugar supplies. Cuba wants a larger share 
of the market than she had immediately 
before the war. U.S. growers, anxious to 
protect their home market, think Cuba's 
ideas are too big. 

The result is a growing squabble as the 
United States Congress considers legisla- 
tion for dividing up the U.S. sugar 
market. If the Cubans are not allowed 
a larger share, they may take drastic 
action, such as import controls affecting 
American goods. 

Maneuvering in Washington marks a 
return toward prewar conditions. Cuban 
and other sugar producers again are 
becoming fearful about markets. A world 
surplus still is several years off, but the 
specter of surpluses and low prices al- 
ready is casting its spell. 

@ End of rationing for U. S. housewives 
probably will be tollowed by similar 
action for industrial users in several 
months. As a result, U.S. consumption 
of sugar this year should climb back close 
to prewar levels. Loosening up of the 
sugar controls reflect. a rapid change 
for the better in supplies. 

@ The supply picture in sugar is much 
brighter than it was three or tour months 
ago. 

Cuba is grinding the largest crop in 
her history—about 6,400,000 tons. This is 
about 900,000 tons more than was indi- 
cated four months ago. 

The U.S. crop of beet and cane sugar 
this year probably will be back to prewar 
levels. Puerto Rico’s crop is above ex- 
pectations. 

Argentina is turning out a sugar crop 
close to 50 per cent larger than last year's 
and may be in a position to export. 

Mexico will be able to export this year. 
Four months ago it was thought Mexico 
would be buving from Cuba. 

Peru is doing better than was expected 
earlier. 

Europe’s production of beet sugar is 
recovering but is still below the prewar 
average. 

@ On a world basis, there still is a deficit 
of sugar, but the difference between sup- 


of American market 


ply and demand is narrowing. This sea- 
son, world production may run to nearly 
31,000,000 tons, compared with 34,500,- 
000 tons before the war. Biggest deficit is 
in the Far East, where the East Indies, 
the Philippines and Formosa are produc- 
ing far less than before the war. 

The gap between what sugar there is 
and what people want is lessened by a 
hard economic fact: many countries 
needing sugar haven't the means to buy 
it. France, Italy and Greece are examples. 

The result is that the International 
Emergency Food Council, which allo- 
cates sugar among 24 consuming coun- 
tries, now is making extra sugar avail- 
able. The U.S., Britain, Canada, India 
and other countries are to receive larger 
allocations. 
€ Complications are arising in Washing- 
ton, however, because of the dispute 
with Cuba about quotas. 

The Sugar Act of 1937 is the main 
bone of contention. This legislation, in 
suspense during and since the war, di- 
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vides up the U.S. market for sugar, 
allowing specific quotas to suppliers. Do- 
mestic beet and cane growers, the Philip- 
pines, Cuba, Hawaii, Puerto Rico and 
the Virgin Islands are each assigned 
certain percentages. 

The Act now is up for renewal. If it 
is passed without change, quotas set 
before the war would be put into force 
for 1948. 

Cuba then would be allowed 28.6 
per cent of the U.S. market. But Cuba 
no longer is content with this prewar 
portion. During the period 1942-46, as 
the chart shows, Cuba contributed 47 
per cent of the sugar delivered for U. S. 
consumption. This year, Cuba could pro- 
vide an even larger share. 

Cane growers in Cuba supplied a 
much larger portion of the U.S. market 
during the war, as U.S. beet growers 
switched to more profitable crops, such 
as beans and flax, requiring less labor 
and less fertilizer. 

Now Cuba is reluctant to go back to 
the prewar setup. Her economy is geared 
to larger sales to the U. S. She wants her 
quota stepped up from 28.6 per cent to 
53 per cent, her average share during 
the period 1920-29. 

Cuba’s feeling is accentuated by the 
easing of the world situation and the diffi- 
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BUSINESS IN MOTION 





Io our Colleague on - a Petitions weice 


It is amazing how often trouble turns 
out to be the best of introductions, re- 
sulting in firm friendships and new 
customers. That has been Revere’s 
experience throughout its long history. 

Take the case of an important new 
invention, originally developed for 
war purposes but now being increas- 
ingly emploved in valuable peace-time 
applications. At first, rejections were 
impossibly high, over 40%, costs were 
exorbitant, and production was so 
low that the great hopes held out for 
the device seemed almost impossible 
of realization, due to the limited num- 
bers made. 

At this point Revere, though it had 
not been supplying 


This work was a mutual endeavor. 
No one person or organization can 
take the credit for it, which is typical 
of modern industry. A great many of 
today’s products are so complex in 
conception, design, and manufacture 
that it is probably safe to say that no 
man or company can possibly have all 
the knowledge required to cure the 
various troubles that so often beset a 
business. It becomes necessary to 
call in outsiders having specialized 
experience, and for a time to make 
them insiders. 

Suppliers to every industry have 
an enormous fund of information 
about their materials, whether they be 





metal for the prod- 
uct, was asked if it 








would care to in- 








metals or plastics, 
glass or chemicals. 
They know how 
they act under vari- 








vestigate the possi- 
bilities of breaking 
the bottleneck. 
Meeting with engi- 
neers under condi- 
tions of complete 
secrecy (which is 
-not unusual for 
Revere during de- 
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ous conditions, 
which one is pre- 
ferable under given 
circumstances and 
what improvements 
may be achieved by 
making changes. 
They cannot of 
course reveal con- 








velopment work) 

the trouble was studied thoroughly. 
Conferences were long, and many pos- 
sibilities were cooperatively explored. 
Eventually it was decided that a 
change should be made in fabrication 
methods, and also in the properties of 
the metal used. 

These conclusions seemed so prom- 
ising that a test run was made. It 
was completely successful. Subsequent 
production experience was most grati- 
fying. Rejections were cut to less than 
1%, production was stepped up to 
such a degree that the bottleneck 
simply ceased to exist, and costs were 
reduced to commercial levels, where 
they remain to this day. 
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fidential data ac- 
quired while working with customers, 
but their general fund of knowledge 
and experience is invaluable, and usu- 
ally heightened by a fresh viewpoint. 
Revere is not the only one to wel- 
come trouble as an introduction and a 
challenge, not the only one with an 
open mind as well as an informed one, 
not the only one ready to question the 
customary and find new answers to 
new problems. So if you are a manu- 
facturer seeking answers to difficult 
questions, searching for ways to make 
better products, more quickly and 
economically, I suggest you introduce 
your industry’s suppliers to your diffi- 
culties, and ask their cooperation. 
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REVERE COPPER AND BRASS INCORPORATED 
Founded by Paul Revere in 180] 


Executive Offices: 
230 Park Avenue, New York 17, N. Y. 





culty she already is having disposing of 
sugar outside of the U. S. 

U.S. growers of beet sugar admit that 
Cuba deserves a larger quota. They be- 
lieve that, as a matter of fact, under 
present legislation she will be able to 
supply more than 28.6 per cent. The 
Sugar Act can be so administered that 
Cuba supplies what the Philippines will 
be unable to furnish next year and the 
year after. 

But the beet sugar people want to see 
the present quotas extended for another 
year. They say it is too late now to get 
new quotas passed by this session of the 
U.S. Congress. 

U.S. officials in the departments of 
State and Agriculture favor some increase 
in Cuba’s quota. They probably will 
submit new legislation giving Cuba some 
of Hawaii's share. Hawaiian production 
has been falling off. 

The U.S. Congress is waiting for the 

new proposal. Congressional action can- 
not be predicted, but it is highly unlikely 
that Cuba’s quota will be raised to any- 
where near the 53 per cent she wants. 
@ Bargaining over the quotas is to be 
harsh. Cuba is threatening to cancel her 
sales contract with the U.S. unless her 
quota is raised appreciably. 

Under the terms of this contract, Cuba 
can cancel if the United States enacts 
legislation regarded as harmful to Cuba’s 
best interests. Twice in the last six weeks, 
Cuba has indicated her strong opposition 
to the renewal of the present legislation. 

Cancellation of the contract would be 
a matter of concern to many countries. 
It covers not only the sale of 3,700,000 
tons of Cuban sugar to the U.S. this 
year but also the sale of 2,900,000 tons 
to other countries, under a special buy- 
ing arrangement. 

Price being paid for Cuban sugar un- 
der the present contract is about 5 cents 
a pound. But the world price is closer 
to 8 cents. Thus Cuba feels she should 
be getting more. If the contract were 
canceled, Cuba presumably would want 
to negotiate a higher price. 

Another bargaining weapon in Cuba’s 
hands is the possibility that she will limit 
U. S. imports of such items as machinery 
and automobiles. This would hurt, since 
Cuba is a growing market for U.S. 
products. 

But the Cuban bargaining position 

actually is not too strong. She must have 
U. S. rice, lard and other essentials. Many 
of them are not available elsewhere right 
now. Also Cuba cannot sell all of her 
huge crop outside the U. S., unless she is 
willing to take “soft” currencies. She still 
wants dollars and the U.S. is the big 
dollar market. 
@ The prospect, therefore, is that Cuba 
will continue to sell the U.S. as much 
sugar as possible, no matter what happens 
to the quotas. The housewife can count 
on getting more sugar, although it may 
become more expensive. 
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As Britain moves into the summer battle for production and exports..... 
A number of signs are favorable: 
Automobile production is rising, but, more important, a larger share of the 
passenger cars produced is being exported than ever before. 
steel output in May was up nearly to the 1946 average.. But scarcity of 
Steel still hampers shipbuilding and other heavy industries. 
Coal mining is making a good showing on the new five-day week. But there 
Still is grave doubt that the year's target of 220,000,000 tons will be met. 
Plane production is at the highest levels since the war. 
Output of building materials, set back badly in the winter, is recovering. 
The Government's hope is to squeeze out extra production in all lines 
before the summer holi 5S start to take their inevitable toll. 


























Financial indicators in Britain also are pointing upward..... 

Treasury returns for the first two months of the new fiscal year show a sur- 
plus of $933,000,000, against a deficit of $688,000,000 a year ago. The float- 
ing debt is down 5 per cent in two months. Commercial loans are advancing steadily. 

Common stocks (ordinary shares) are close to their January highs. 

Net profits of companies are up 27 per cent over a year earlier. 

But less new money is being sought by industry through capital issues. Part 
of this is explained by Government controls over capital issues and uncertain- 
ties about future plans for nationalization of industries. 

General impression is that Britain, after a severe buffeting last winter, 
has ridden out the gale in fairly good shape. But she can't rest on her oars. 

The Attlee Government seems a little inclined to wait and see what happens, 
to avoid the difficult decision. It's wait and see on import cuts, on sterling 
convertibility, on the U.S. loan, on coal. 


























Opening up of Japan to private trade this summer is more of a token of 
things to come than a matter of current significance for businessmen, 

Most Japanese trade still will be handled by the U.S. Commercial Company in 
government-to-government dealings. 

Big exports, such as silk, tea, cotton textiles, are not to be turned over 
to private trade. Nor are essential imports, such as food and fuel oil. 








But other Japanese products, such as silk cloth, ceramics, handicrafts and 
bicycles, will be open to commercial buying. 

Private deals will be complicated. Both the Japanese Government and the 
occupation authorities will enter into each one. Difficulties over valuation of 
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the yen may mean that early deals, at least, will really consist mainly of bar- 
tering raw materials for the few Japanese manufactures available. 

At first, red tape may be the principal product of the new system. But the 
move is hopeful, in the right direction. It is giving a big psychological lift 
to the Japanese, who need it right now. 

Another stimulus will be given when the reparations tangle finelly is un- 
wound. Progress is being made toward determining which plants are to be moved 
from Japan, which are to stay. But delays are irritating. Uncertainty has held 
up all future planning in Japan's heavy industries for many months. 








Private trade with Western Germany also is to be Speeded up.eee. 

Russian advances in Central and Eastern Europe are doing much to spur British- 
American plans for shoring up Western Germany. Revival of exports heads the list. 

Present hope is to export $250,000,000 worth this year. It's a high goal. 

Principal exports are to be textiles, particularly rayon and cotton goods, 
chemicals, toys, hops, chinaware. Traditional German exports, such as precision 
machinery and optical and musical instruments, will not reach large quantity 
until the inflow of raw materials picks up considerably. 

New economic council of German citizens is to co-ordinate the export drive, 
to cut red tape, under British-American supervision. Too much should not be 
expected too soon from thisS group. 

Currency and price problems, as in Japan, will complicate German trade. 

Transport within Germany will be difficult; pilferage will be prevalent. 

Paper work will be heavy; restrictions numerous. 

Perseverance will be an essential for businessmen who pioneer the new trade 
rules now being worked out for Western Germany. 


























Export markets for U.S. chemicals are showing a marked expansion..... 

Chemical exports now are about 3% times as large as in 1939, on a dollar 
basis. What's more, they are almost 30 per cent above the monthly average for 1946. 

Medicinals and pharmaceuticals are up 74 per cent, compared to 1946; coal-tar 
products are up 62 per cent; industrial chemicals, 54 per cent; fertilizers, 22. 

Shortages in the U.S. are holding back exports of some products, such as 
glycerin, soda ash and caustic soda == all badly needed in Europe. 

Lack of German competition is a big help to U.S. chemical manufacturers. 
This is particularly true in fertilizers, dyes, and drugs, such as aspirin. 

Japan used to export large quantities of sulphur, caustic soda, creosote, 
and artificial dyes to other Far Eastern countries. 

The U.S. is moving in on former German markets in Western Europe and Latin 
America and on former Japanese markets in China, the Philippines and India. 

















Major markets now for U.S. chemicals are Canada, China, Mexico, France, 
Britain, the Philippines, Brazil and Argentina. South America, as a whole, is 
taking four times as much as prewar. 

Chief competition for U.S. exporters of chemicals is from Britain and Swit- 
zerland. The Swiss are trying to grab off Germany's market in Eastern Europe. 








The British concentrate on Western Europe, the Empire countries and Latin America. 
Potential competitors are France and Russia, both expanding output rapidly. 
U.S. exporters feel they are establishing solid markets abroad, are confi- 
dent they can hold them even after Germany, Japan and other countries start ex- 
porting in quantity. That depends largely on ability to lower prices. 
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ARMOUR: New Aide to Marshall 


ew DAY-TO-DAY RELATIONS of the U. S. 
with an uneasy world are being en- 
trusted to Norman Armour, who has been 
preparing himself for the job almost since 
birth. His appointment does more than 
put the nation’s diplomacy in the care 
of a professional diplomat. It fits into an 
orderly schedule drawn by George C. 
Marshall to fulfill his multiple responsi- 
bilities as Secretary of State. 

Marshall wants Robert A. Lovett, new 
Under Secretary of State, to function as 
a chief of staff. Planning, policy making 
and operations are to be organized by 
Lovett into a tidy chain. The rank of Un- 
der Secretary belongs also to William L. 
Clayton, but is so used to emphasize the 
importance of economic affairs. 

In practice, a line of clear authority is 
to run from Marshall to Lovett to Armour. 
In turn, Armour, as an Assistant Secretary 
of State, is to have daily supervision of 
all the geographical areas outside the 
U.S. His predecessor, Spruille Braden, 
was limited to carrying out U.S. policy 
toward Latin America. 

An uncommon man. Armour, who 
will be 60 shortly, brings unusual prestige 
to a high command relatively inexpe- 
rienced in the niceties of international 
relations. It is Armour who is most often 
held up officially to young officers and 
consuls as the ideal U.S. ambassador of 
his generation, 

He is the man to copy, beginners are 
told, if they intend to be social without 
being snobbish, if they yearn to be effec- 
tive yet modest, if they want to be firm 
without seeming officious, or, briefly, if 
they hope to succced largely by the ex- 
cellence of their character. 

What the instructors emphasize less is 
that Armour devoted nearly 35 years to 
acquiring his wisdom in the capitals of 
the world, that he started with a heritage 
of culture and means and that he enjoys 
the not inconsiderable advantage of look- 
ing like a statesman. 

The admiration between the diplomatic 

service and Armour is mutual. Once Mar- 
shall appealed to him “for the good of 
the service” to forego his retirement. Ar- 
mour was prompt to respond, 
@ Building a career. Armour comes 
from a_ scholarly family, transplanted 
from the Middle West to New Jersey. He 
was born Oct. 14, 1887, during a visit 
to England by his parents. 

Perhaps the strongest influence during 
his formative years was an uncle, the late 
Allison V, Armour, a wealthy and gifted 


yachtsman. It was his uncle who made 
a point of presenting young Norman in 
1909 to a fellow yachtsman, Kaiser Wil- 
helm IH, in Germany. It was his uncle, too, 
who encouraged Norman in his diplomatic 
career after his education had taken him 
to St. Paul’s, Princeton and Harvard, in- 
cluding a degree in law. 

Armour began officially in 1915 in Paris 
as an attache of the U.S. Embassy. His 
summer traveling already made him fa- 
miliar with larger U.S. missions abroad. 
He had plenty of friends and plenty of 
examples. Joseph C. Grew then was a 
model of a young secretary. Robert Woods 
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Model for career diplomats 


Bliss was a rising figure. John C. Wiley, 
now Ambassador to Portugal, was a clerk. 

Suddenly Armour was dispatched to 
Russia. He found himself in the middle of 
the revolutionary struggle that brought 
communism to power. In 1919, he 
emerged with a first-hand account of 
Lenin's triumph. He also had met and 
married Myra Koudachev, daughter of a 
noble Russian family. 

In succession, Armour was on duty in 
Belgium, Holland, Uruguay, Washington, 
Rome and Tokyo. He had a glimpse of 
Mussolini's ideas in action. He observed 
the Japanese for three years. Eventually, 
back in Paris, he studied the spread of 
an economic depression across Europe. 


He was at the side of Ambassador Myron 
T. Herrick when death ended the latter’s 
second appointment to France. By then, 
Armour was ready to head his own diplo- 
matic mission. 

@ Four major posts. As Minister to 
Haiti (1932-35), Armour facilitated an 
agreement resulting in the end of U.S. 
intervention and the withdrawal of the 
Marines. He got attention by speaking 
fluent French, the language favored in 
Haiti. 

Armour was commended by Franklin 
D. Roosevelt. The death of Roosevelt's 
cousin, Warren Delano Robbins, created 
an opportunity for Armour to be Minister 
to Canada. In 1938, Armour was ad- 
vanced to be Ambassador to Chile. 

Armours greatest test came as war- 
time Ambassador to Argentina (1939- 
44). Outwardly, he had little success in 
altering the ingrained hostility of Argen- 
tina toward the U.S. Actually, the bar- 
gaining weapons available to him -were 
considerably less powerful than was pub- 
licly realized. 

Occasionally, Armour seemed outma- 
neuvered. A notable instance was in 1943 
when Brazil stampeded Armour’s de- 
liberation over whether to recognize or to 
boycott the results of the military revolu- 
tion in Argentina. The next year, when 
Cordell Hull as Secretary of State insisted 
on trying nonrecognition, that turned out 
to be an ineffective tactic. 

The opportunity for diplomatic initia- 
tive in Argentina was confused by clashes 
over policy in Washington and London as 
well. The ideas Sumner Welles, then 


Under Secretary of State, had about Ar- 


gentina differed from those of Hull. At 
one point, Winston Churchill caustically 
refused to stop buying meat, Argentina’s 
key export. 

Armour's stature survived his disap- 

pointment in Argentina. He was still liked 
by Hull, and Welles wrote flatly that 
Armour “handled the situation with con- 
summate ability and tact.” 
@ Early retirement. At the end of 1944, 
Armour undertook a year’s assignment as 
Ambassador to Spain. He carried a con- 
fidential letter from President Roosevelt 
about Roosevelt's feelings as to the pre 
Axis bent of Franco Spain. As directed, 
Armour maintained a cool yet diplomati- 
cally correct attitude toward Franco’s 
Government. 

It was Armour’s thought that he had 
earned retirement. He had a son, Norman 
Jr., and was soon to have a grandson, 
Norman III, both potential candidates to 
carry on the Armour name in the diplo- 
matic service. He had plans for a new 
home at Manchester, Mass., and he felt 
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entitled to concentrate on breaking 100 
at golf. 

Characteristically, he appeared to have 
no regrets or reproaches about the course 
of his career. He was only briefly tempted 
to write his memoirs, despite ample ma- 
terial. He could remember that he had 
frequently been on small lists of those 
qualified for the top ambassadorial post, 
London. He could recall that Sumner 
Welles, in his certainty that Armour 
would be Welles’ successor, once asked 
him to retain a personal assistant. He also 
knew that Roosevelt had unexpectedly 


changed a decision to appoint him Am- 
bassador to France. In all, what he had 
known of the world was a rather large 
page of diplomatic history. 
q A professional tribute. In welcoming 
Armour’s recall to duty friends like to tell 
an anecdote from Chile. A Chilean society 
woman, seeing Armour for the first time 
at a dinner, whispered audibly: 

“My, what deep lines he has in his 
face.” ' 

“Yes, yes, rapidly interposed a diplo- 
matic colleague from Brazil, “but what 
kindly lines they are.” 


GROMYKO: Soviet Weather Vane 


i ew Is a growing feeling among 
delegates to the United Nations that 
the time may soon arrive when a show- 
down will develop inside that organiza- 
tion between its Western members and 
Russia. Despite the latest views on con- 
trol of atomic energy by Andrei A. 
Gromyko, (pronounced Gro-mee-ko) Rus- 
sia’s spokesman in the U. N., most officials 
from Western countries feel that the in- 
ternational organization is getting no- 
where on the basic problems that con- 
front it. 

Russia’s position, as voiced by Gro- 
myko, has not changed in any funda- 
mental respect in more than a year. 
(See text, page 35.) The United States, 
leading exponent of the majority view- 
point in U.N., is in no mood for com- 
promise on basic principles. The result 
has been a stalemate that delegates be- 
lieve cannot continue indefinitely. 

On atomic energy, Gromyko’s definition 
of Russia’s international control plan still 
leaves a wide gap between the ideas of 
Russia and the West on this subject. 
Meanwhile, outside the U. N., the major 
nations are racing for more atomic know]- 
edge, not waiting for international con- 
trol. 

Reduction of armies, navies and air 
forces by international agreement is still 
only a U.N. hope after four months of 
talking. 
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The world police force that the U.N. 
is supposed to create also is far from a 
reality. Russia and Western countries are 
unable to agree on how to compose, 
command and maintain the security force. 
@ Russia’s Gromyko finds himself at the 
center of these conflicts, but no one 
blames him personally for the state of 
affairs, When and if a showdown comes 
in the U.N. it will not be of his personal 
making. 

As an individual, Gromyko can be af- 
fable when he likes. At Lake Success, 
N. Y., where the U.N. meets, he fre- 
quently exhibits an awkward charm. Last 
year, particularly at the time he walked 
out of the debate on Iran, he displayed a 
cold, forbidding manner. When he made 
a speech his face never softened. But a 
years association with other diplomats 
has outwardly changed Gromyko. He fre- 
quently peppers a discussion with wise- 
cracks, His knowledge of English has 
improved to the point where he now 
makes important speeches in that tongue. 

Since becoming Vice Minister of For- 
eign Affairs as well as chief of Russia’s 
delegation at the United Nations, Grom- 
yko has exhibited more self-confidence 
in personal contacts with outsiders. But he 
still keeps his distance from most non- 
Russians, 

All non-Russians at the U. N. are aware 
that Gromyko’s personality and even his 
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personal opinions have very little to do 
with the policies he espouses. It is ob- 
vious to other officials that Gromyko, in 
his actions, is confined rigidly by his in- 
structions from Moscow. All diplomats 
are bound by instructions from the home 
government, but few have so little free- 
dom of action as Andrei Gromyko. 

Western officials whose business it is 
to scrutinize closely every word that 
Gromyko utters point out that in his 
speeches on atomic energy, for instance, 
the Russian spokesman uses the same 
phrases and even paragraphs that he has 
used before. This demonstrates to them 
that the Kremlin is slow to change its 
ideas, once the Politburo sets a policy. It 
also shows that Gromyko, a cautious 
career man in the Soviet diplomatic serv- 
ice, plays it safe by not straying from the 
wording of the directives he receives. 

Gromyko is valuable to his chiefs in 
Moscow not only because he voices their 
policies faithfully but because he is an 
able and ingenious debater. 

Whether or not Gromyko’s instruc- 
tions are to stall for time, he is accom- 
plished at stretching out discussion of 
any issue. Right now, for instance, one 
of the U.N. subcommittees working on 
atomic energy spends most of its time 
talking about the meaning of words. This 
is an often-used Gromyko tactic that 
postpones the day of decision. 

A knowledge of Americans, based on 

long study, is one of Gromyko’s chief 
qualifications for his job. The 38-year- 
old Russian started his career as a pro- 
fessor of economics in Moscow. Ten 
years ago he became chief of the Ameri- 
can Division of the Foreign Ministry. 
From 1939 to 1946 he served at the 
Embassy in Washington, the last three 
years as Ambassador. In addition, he has 
been at every important meeting of the 
United Nations, starting with Dumbarton 
Oaks and San Francisco. 
@ Diplomats at the U.N. consider 
Gromyko to be a faithful weather vane 
for Soviet policies. If the line changes in 
Moscow, Andrei Gromyko may be the 
first to show outsiders the way the Rus- 
sian wind is blowing. 
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Georgi Dimitrov rules Communist Bulgaria 
from palace where czars once held sway 


SOFIA 
Go Dmitrov, one of the world’s 
most powerful and rambunctious 


Communists, who has slept in jails, in- 
ternment camps and in exile from his na- 
tive land most of his life, now sleeps in a 
“bed of roses” in the palace of the late 
Czar Boris. 

Dimitrov, now Prime Minister of Bul- 
garia, looks like a genial grandfather with 
his longish gray hair, his bushy mus- 
tache and twinkling eyes—but his Euro- 
pean dossier provides a different picture: 

Secretary-General of the Comintern 
and sparkplug of world revolution; col- 
laborator with Stalin of Russia, Tito of 
Yugoslavia, Duclos of France, Togliatti of 
Italy and the ruling hierarchy of commu- 
nism in Europe; Communist “hero” be- 
cause of his acquittal by a packed Nazi 
court of complicity in burning the Reich- 
stag; outspoken scoffer and opponent of 
Western democracy; exile from Bulgaria 
for 22 years and one-time Soviet citizen; 
lifelong revolutionary who wears the Or- 
der of Lenin; architect of the Communist 
technique of coalition with other political 
parties to gain control of a country. 

I went to see Dimitrov at his home in 
Vranya Palace outside of Sofia, a man- 
sion set in the midst of a forest from 
which Bulgaria’s 7,000,000 people were 
ruled by the German czars of the Coburg 
Dynasty. All of which is fitting because 
Dimitrov rules them now. 

The 65-year-old Prime Minister has a 
voice so forceful he sounded like an 
orator addressing a mass meeting. He 
spoke rapidly, interrupting his flow of 
words only now and then to puff at a 
black briar pipe. He rarely halted for his 
two American-trained interpreters, who 
struggled manfully to keep up. 

One was Peter Grigorov, Dimitrov’s 
secretary, who until last autumn was 
editor of Detroit’s Bulgarian-language 
weekly Narodna Volya (People’s Will). 
The other was Alexander Rizov, formerly 
a student and instructor at the University 
of California and a public relations man 
for Slav organizations in New York. He 
now edits the Information Ministry's Free 
Bulgaria, a weekly magazine in English 
for distribution in the U.S. and Europe. 

Both Grigorov and Rizov were among 
a dozen “technicians” recruited nearly a 
year ago by Tzola Dragoievcha, Bul- 





garias No. 1 woman Communist and 
Secretary-General of the party, on a tour 
of the United States. 

The setting for my interview was a 
study in which Dimitrov used one end 
of a long dinner table as his desk. In the 
room, as throughout the palace, the 
furniture, rugs, pictures and even the 
books were left as they were when Czar 
Boris made it his home. 

The palace, which actually resembles 
some prosperous American's two-story 
country home, was hit by an incendiary 
bomb in the war and much of it burned. 
Only one wing is habitable and its yellow 
walls are still discolored by smoke stains. 

The entrance to the vast royal estate, 
which nearby peasants are claiming as 
their own land, is through a wooden 
gate in a high wire fence. A militiaman 
armed with a tommygun sits in a sentry 
box to look over all visitors. 

Dimitrov goes straight to the point and 
minces no words. He was outspoken in 
his caustic observations on President 
Truman, the “Truman Doctrine,” a free 
press, American “interference” in Bul- 
garias affairs. As he warmed up, the 
twinkle went out of his eyes, his face 
hardened, and his bushy eyebrows con- 
tracted into a straight line. His piercing 
black eyes bored into me as though try- 
ing to dig out ulterior motives behind 
polite questions, 


World 





Dimitrov was insistent that Americans 
were badly informed or ignorant of con- 
ditions in Bulgaria and that he would 
welcome “honest and objective journal- 
ists, even if they disagree with us.” 

“There’s no iron curtain here,” he as- 
serted. “We not only want foreign 
journalists to come and see what we are 
doing but we want their criticism. We do 
not try to hide our shortcomings. I 
would be glad if President Truman him- 
self would come and see the new society 
we are building. He would see that our 
positive achievements are a hundred 
times as large as our shortcomings, that 
the Bulgarian people have their own kind 
of democracy—a democracy not much 
worse than that in America.” 

Another suck at his pipe: 

“We are rooting out all that was rotten 
and backward in a country that had been 
victimized by corrupt monarchs for cen- 
turies,’ he assured me. “Our democracy 
builds, works and creates for the benefit 
of the people and not for capitalist 
profit. 

“The difference between democracy in 
the United States and in Bulgaria is that 
you put the interests of the individual 
above the interests of the community. 
Millionaires can do what they please at 
the expense of the people. Gangsters not 
only function freely, but are glorified by 
the press and films. Here the interests of 
the individual have to be subordinated 
to the general welfare of all.” 

The Prime Minister, who once ran the 
Printers Union and the National Fed- 
eration of Trade Unions, accepted full 
responsibility for suppression of the free 
press in Bulgaria, including refusal of the 
printers to work on the opposition 
Agrarian and Socialist Party newspapers. 

With a smile, he said he couldn't un- 
derstand what interests of American com- 
merce, culture or progress would suffer 
from the nonappearance of the opposition 
press in Bulgaria. 

Told that Americans considered a free 
press a safeguard against tyranny, Dit:ni- 
trov exploded: “That’s not the real rea- 
son. That is, as an old Bulgarian proverb 
says, ‘like looking under a steer for a 
calf.’ The real reasons are easy to see. 
They are oil . . . control of the Mediter- 
ranean ... strategic Lases . . . freedom 
for the American Navy to go where it 
pleases.” 

Dimitrov charged that, in pursuit of 
those objectives, the United States was 
interfering in Bulgaria’s affairs. He didn’t 
cite any instances. 

“The United States is a great nation and 
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we are a small country,” he said. “But we 
insist on respect for our independence 
and sovereignty. We are not going to be 
pushed around from the outside. We are 
a young republic full of energy and pep. 
We are not afraid of storms. They will 
blow over.” 


The Prime Minister took another puff 
at his pipe and concluded: 

“Democracy cannot be the same the 
world over. Our democracy is Bulgarian 
and home grown. We must follow our own 
path of development which grows out of 
our history and our traditions.” R. kK. 


Britons try to forget austerity in outings 
to beaches, countryside or the Continent 


LONDON 

OME FIFTEEN MILLION BRITONS this 
S year will try to forget austerity with 
vacations away from home or on the Con- 
tinent. Sprinkled among them will be ap- 
proximately 250,000 foreigners coming to 
the British Isles despite the food and hotel 
shortages that persist after two years of 
“peace.” 

Some 60 holiday camps are catering 
this year to an estimated two million va- 
cationers, providing them with every- 
thing from “Willow Run” eating facilities 
to opera. At the seaside, big resorts like 
Brighton, Margate, Blackpool, Southend 
will show a Coney Island beach scene 
any week end during fair weather, 
with sideshows and thrills thrown in 
on the piers. 

In between are the millions who hike, 
cycle or motor through the countryside, 
to the English lakes and heaths, the 
Scottish Highlands, the valleys of Wales. 
In these areas, food is likely to be richer, 
of better quality and accommodations 
easier to obtain. Most popular form of 
transport is the bicycle: boys and girls 
and grownups traveling in a group, a 
couple pushing along on a tandem, often 
with a baby behind in a basket seat or in 
a little sidecar. 

The newest development in holidays 
are the camps which cater for anything 
from a few hundred to about 2,000 guests 
at a time. “All entertainments, amuse- 
ments and sports are FREE,” say the cir- 
culars. And this is the appeal to the 
workers and whitecollar people (black- 
coat workers they are called here) who 
flock to the camps year after year. Prices 
vary from $23.10 to $29.40 a week, in- 
cluding room, board, amusement and 
even a nursery to park one’s kids. 

A public-address system wakes vaca- 
tioners at 7:45 a. m., rallies them to mass 
calisthenics, breakfast, periodic swims 
during the day, group excursions into the 
country, nightly dances in the ball- 
room and—a new experiment—occasional 
operas or symphony concerts. Children 


are taken off their parents’ hands for the. 


entire day, if desired, have their own 
games, wading pools and beaches. 

The camps are run by travel agencies, 
Billy Butlin (“The Holiday King”), the 
Workers’ Travel Association and similar 
organizations. Their popularity is growing 
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owing to the low all-inclusive cost which 
appeals to workers, and the fact that 
“Mother” herself can have a holiday from 
cooking and baby-tending. 

Most camps are near the seaside, most 


popular place for vacationers, whether it | 


be for two weeks, for a bank-holiday 
week end or a day's excursion. All the 
bigger resorts have piers, the biggest at 
Southend is 7,080 feet long, which are a 
combination of Atlantic City’s Boardwalk, 
Coney {sland and Broadway. During the 
war, the piers were used as coastal de- 
fense points or had their midsections 
blown up to prevent their use in the 
event of invasion. Some still show these 
gaps, and several hundred hotels and 
amusement spots still await reconversion 
from wartime use. 

Most crowded seaside spot is “the 
mile” between Palace and West piers at 
Brighton, host often to 200,000 at a time. 
In good weather, whole families often 
sleep on the sand owing to lack of ac- 
commodations. Catering to their pas- 
times are the weight guessers, ice-cream 
vendors, jellied-eel salesmen, the “cockles 





and mussels” women and picture post- 
card stands, many run by ex-service men. 
Unexplained is a British habit of buying 
more ice cream in bad weather than in 
good. Operating from the beaches are 
motor boats (up to 4 shillings for a five- 
minute ride), fishing boats, or ex-RAF 
floats bright in their orange rubber hulls 
and red sails. A few paddle steamers are 
back from war service, those that are 
left, that is. 

There is a 5-cent admission charge to 
the piers where you can rent a deck chair, 
ride the dodgems, look at the peepshows 
(“What the Butler saw”), or dance to 
jukeboxes. Thanks to the innate ability 
to have a good time, the people enjoy 


themselves despite shortages that would 
drive an American wild. 

To get out of the city, travelers often 
must queue at the railway station for an 
hour or more, many must stand in the 
trains (summer services are reduced 10 
per cent to save coal), and bring their 
own sandwiches as most restaurant cars 
have been taken off to permit carrying 
passengers instead. Busses still take only 
a limited number of standees during rush 
hours, none in off-hours, and bus queues 
sometimes extend for blocks. 

In between coming and going, vaca- 
tioners queue for tea, for ice cream, for 
newspapers, for movies, for boat rides. 
Thousands bring their own picnic meals 
for day or week-end outings since food 
supplies are so tight that resorts often 
have insufficient bread, milk, meat, to 
cater for week-end visitors. 

Waiters and maids for hotels are hard 
to get, although a goodly number of Irish 
are coming over for summer jobs. 

Where possible, the people who own 
cars are streaming. to the Continent, 
where food supplies are available, not on 
the strictly rationed British system which 
gives poor and rich alike the same basic 
ration, but according to purse. Some 
700,000 Britons want to go “cross Chan- 
nel” this year, but accommodations on 
Channel steamers are available only for 
300,000. Prewar boat services are be- 
ing resumed as new ships_ replace 
those sunk during the war, and some 
of the name trains like the Orient Ex- 
press are back. 

Most popular spot for Britons is 
Switzerland, considered a land of milk 
and honey compared with the austerity 
of the British Isles, although the Swiss 
themselves :are rationed. The hitch in go- 
ing to Switzerland is the currency limita- 
tion which permits British visitors only a 
limited amount of spending money other 
than for room and board. 

All British tourists are limited to an 
allowance of $300 in foreign currency to 
be spent abroad. 

The growing number of currency vio- 
lations being hauled into the Bow Street 
Court show that a lot of Britons can’t 
get by on a $300 continental holiday. 
Business travelers, however, can spend 
up to $40 a day, and a remarkable num- 
ber of businessmen are showing up with 
their wives at popular resort towns. 

To get around currency shortages, 
tours are organized by travel bureaus. 
“Choose Czechoslovakia this year,” 
“Come to France,” “Tour the world but 
see Ireland first” read advertisements de- 
signed to entice travelers. 

But with hotels crowded, train service 
irregular and below normal, with cus- 
toms and currency regulations and de- 
lays, most Britons are staying at home. 
Day trips to the seashore, up the Thames, 
cross-country hikes and cycle tours still 
are the major means of relaxation for the 
people of Britain. E. J. D. 











TRUMAN ON U.S.-CANADIAN FRIENDSHIP 


President urges application of co-operative spirit on global scale 


(Text of address by President Truman before the Ca- 
nadian Parliament at Ottawa, Ontario, June 11, 1947.) 


ou Is MY FIRST visIT to Canada as President of the 
United States, and I am happy that it affords me the 
opportunity to address this meeting of the members of both 
houses of the Canadian Parliament. Here is a body which 
exemplifies the self-government and freedom of the nations 
of the great British Commonwealth. The history of the Com- 
monwealth proves that it is possible for many nations to 
work and live in harmony for the common good. 

I wish to acknowledge the many courtesies extended to 
me on this visit by the Governor General, Viscount Alexander, 
who paid me the honor of a visit in Washington a few months 
ago. His career as a soldier and as a statesman eminently 
qualifies him to follow his illustrious predecessors. 

For the courtesy of appearing before you, as for other 
courtesies, I am sure I am largely indebted to my good friend, 
Prime Minister Mackenzie King. I have come to value and 
cherish his friendship and statesmanship. As our two nations 
have worked together in solving the difficult problems of 
the postwar period, I have developed greater and greater 
respect for his wisdom. 

Americans who come to know Canada informally, such as 
our tourists, as well as those whose approach is more aca- 
demic, learn that Canada is a broad land—broad in mind and 
in spirit as well as in physical expanse. They find that the 
composition of your population and the evolution of your 
political institutions hold a lesson for the other nations of the 
earth. Canada has achieved internal unity and material 
strength, and has grown in stature in the world community, 
by solving problems that might have hopelessly divided and 
weakened a less gifted people. 

Canada’s eminent position today is a tribute to the patience, 
tolerance, and strength of character of her people, of both 
French and British strains. For Canada is enriched by the 
heritage of France as well as of Britain, and Quebec has 
imparted the vitality and spirit of France itself to Canada. 
Canada’s notable achievement of national unity and progress 
through accommodation, moderation and forbearance can 
be studied with profit by her sister nations. 

Much the same qualities have been employed, with like 
success, in your -relations with the United States. Perhaps I 
should say “your foreign relations with the United States.” 
But the word “foreign” seems strangely out of place. Canada 
and the United States have reached the point where we no 
longer think of each other as “foreign” countries. We think 
of each other as friends, as peaceful and cooperative neigh- 
bors on a spacious and fruitful continent. 

We must go back a long way, nearly a century and a 
half, to find a time when we were not on good terms. In the 
War of 1812, there was fighting across our frontier. But per- 
manent good came of that brief campaign. It shocked 
Canadians and Americans into a realization that continued 
antagonism would be costly and perilous. The first result 
of that realization was the Rush-Bagot Agreement in 1817, 
which embodied a spirit and an attitude that have permeated 
our relations to this day. This agreement originally was in- 


tended to limit and to regulate the naval vessels of both 
countries on the Great Lakes. It has become one of the world’s 
most effective disarmament agreements and is the basis for 
our much-hailed unfortified frontier. 

I speak of that period of history to make the point that 
the friendship that has characterized Canadian-American 
relations for many years did not develop spontaneously. The 
example of accord provided by our two countries did not 
come about merely through the happy circumstance of 
geography. It is compounded of one part proximity and nine 
parts good will and common sense. 

We have had a number of problems, but they have all 
been settled by adjustment, by compromise and by negotia- 
tions inspired by a spirit of mutual respect and a desire for 
justice on both sides. This is the peaceful way, the sensible 
way, and the fair way to settle problems, whether between 
two nations that are close neighbors or among many nations 
widely separated. 

This way is open to all. We in Canada and the United States 
are justifiably proud of our joint record, but we claim no 
monopoly on the formula. 

Canada and the United States will gladly share the for- 
mula, which rejects distrust and suspicion in favor of com- 
mon sense, mutual respect, and equal justice, with their fellow 
members of the United Nations. One of the most effective 
contributions which our two countries can make to the cause 
of the United Nations is the patient and diligent effort to 
apply on a global scale the principles and practices which we 
have tested with success on this continent. 

Relations between Canada and the United States have 
emphasized the spirit of co-operation rather than the letter 
of protocol. The Rush-Bagot Agreement was stated in less 
than 150 words. From time to time, it has been revised by 
mutual agreement to meet changing conditions. It was 
amended as recently as last December. 

The last war brought our countries into even closer collabo- 
ration. The Ogdensburg Agreement of 1940 provided for the 
creation of the Permanent Joint Board on Defense. It was 
followed by the Hyde Park Agreement of 1941, which en- 
abled us to co-ordinate our economic resources with increased 
efficiency. Common interests, particularly after Pearl Harbor, 
required the creation of several joint agencies to co-ordinate 
our efforts in special fields. When victory ended the necessity 
for these agencies, they were quietly disbanded with a 
minimum disturbance of the national economies of the two 
countries. 

The Permanent Joint Board on Defense will continue to 
function. I wish to emphasize, in addition to the word “per- 
manent,” the other two parts of the title. The Board is joint, 
being composed of representatives of each country. Canada 
and the United States participate on the basis of equality, 
and the sovereignty of each is carefully respected. This was 
true during the gravest days of the war and it will continue 
to be true, in keeping with the nature of all our joint 
undertakings. ' 

The Board was created, and will continue to exist, for the 
sole purpose of assuring the most effective defense of North 
America. The Board, as you knew, has no executive powers 
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and can only make recommendations for action. The record 
of the Board provides another example of the truly co-opera- 
tive spirit that prevails between the two countries. 

The spirit of common purpose and the impressive strength 
which we marshalled for action on all fronts are the surest 
safeguard of continental security in the future. 

The people of the United States fully appreciate the mag- 
nificent contribution in men and resources that Canada made 
to the Allied war effort. United States soldiers, sailors and 
airmen in the heat of battle knew their Canadian comrades 
as valiant and daring warriors. We look back with pride on 
our association as stanch allies in two wars. 

Today our two nations are called upon to make great 
contributions to world rehabilitation. This task requires broad 
vision and constant effort. 

I am confident that we can overcome the difficulties in- 
volved, as we overcame the greater difficultiés of the war. 
The national genius of our peoples finds its most satisfying 
expression in the creation of new values in peace. 

The record proves that in peaceful commerce the combined 
efforts of our countries can produce outstanding results. Our 
trade with each other is far greater than that of any other 
two nations on earth. 

Last year the flow of trade in both directions across the 
border reached the record peacetime total of two and a 
quarter billion dollars. We imported from Canada more than 
twice the value of goods we received from the United King- 
dom, France, China and Russia combined. United States 
purchases from Canada were about 6 times our purchases 
from Great Britain, nearly 10 times those from China, and 11 
times those from France. We sold to Canada nearly as much 
as we sold to Britain and France together. 

Gratifying as the volume of our trade now is, it is capable 
of even further expansion to our mutual benefit. Some of our 
greatest assets are still to be developed to the maximum. I am 
thinking of one particularly that holds tremendous possibili- 
ties, the magnificent St. Lawrerice-Great Lakes system, which 
we share and which we must develop together. 

The St. Lawrence project stirs the imagination of men 
long accustomed to majestic distances and epic undertakings. 


34 © WORLD REPORT 


a 


CANADIAN HONOR GUARD FOR MR. TRUMAN: 





- . aa ; 


; 


-~International 


“The word foreign seems strangely out of place” 


The proposal for taking electric power from the river and 
bringing ocean shipping 2,400 miles inland, to tap the 
fertile heart of our continem, is economically sound and 
strategically important. 

When this program is carried out, the waterway that is 
part of our boundary will more than ever unite our two 
countries. It will stimulate our economies to new growth and 
will speed the flow of trade. 

There have been times when shortsighted tariff policies on 
both sides threatened to raise almost insurmountable barriers. 
But the need to exchange goods was so imperative that trade 
Hourished despite artificial obstacles. The Reciprocal Trade 
Agreements of 1936 and 1939 made possible a sensible re- 
duction of tariff rates, and paved the way for our present 
phenomenal trade. 

Something more than commercial agreements, however, is 
required to explain why Canada and the United States ex- 
change more than two billion dollars worth of goods a year. 
Ambassador Atherton has aptly given the reason as not “free 
trade.” but “the trade of free men.” That record flow of 
goods and the high standard of living it indicates, on 
both sides of the border, provide a practical demonstration 
of the benefits of the democratic way of life and a free 
economy. 

The benefits of our democratic governments and free 
economies operating side by side have spread beyond our 
countries to the advantage of the whole world. Both nations 
expanded their productivity enormously during the war and 
both escaped the physical damage that afflicted other coun- 
tries. As a result, Canada and the United States emerged from 
the war as the only major sources of the industrial products 
and the food upon which much of the world depends for 
survival. 

Canada has responded as nobly to the challenge of peace 
as she did to that of the war. Your wheat has fed millions 
who otherwise would have starved. Your loan has strength- 
ened Britain in her valiant battle for recovery. 

The United States is particularly gratified to find Canada 
at our side in the effort to develop the International Trade 
Organization. We attach great importance to this under- 


taking, because we believe it will provide the key to the 
welfare and prosperity of the world in the years immedi- 
ately ahead. 

In sponsoring the International Trade Organization, the 
United States, with the co-operation of Canada and other 
countries, is making a determined effort to see that the 
inevitable adjustments in world trade as a result of the war 
will result in an expanding volume of business for all nations. 

Our goal is a vast expansion of agriculture and industry 
throughout the world, with freer access to raw materials and 
markets for all nations, and a wider distribution of the prod- 
ucts of the earth’s fields and factories among all peoples. 
Our hope is to multiply the fruitfulness of the earth and to 
diffuse its benefits among all mankind. . 

At this critical point in history, we of the United States 
are deeply conscious of our responsibilities to the world. We 
know that in this trying period, between a war that is over 
and a peace that is not yet secure, the destitute and the op- 
pressed of the earth look chiefi, to us for sustenance and 
support until they can again face life with self-confidence and 
self-reliance. 

We are keenly aware that much depends upon the internal 
strength, the economic stability and the moral stamina of 
the United States. We face this challenge with determina- 
tion and confidence. 

Free men everywhere know that the purpose of the United 
States is to restore the world to health and to re-establish 


conditions in which the common people of the earth can 
work out their salvation by their own efforts. 

We seek a peaceful world, a prosperous world, a free 
world, a world of good neighbors, living on terms of equality 
and mutual respect, as Canada and the United States have 
lived for generations. 

We intend to expend our energies and invest our substance 
in promoting world recovery by assisting those who are able 
and willing to make their maximum contribution to the same 
cause. 

We intend to support those who are determined to govern 
themselves in their own way, and who honor the right of 
others to do likewise. 

We intend to aid those who seek to live at peace with 
their neighbors, without coercing or being coerced, without 
intimidating or being intimidated. 

We intend to uphold those who respect the dignity of the 
individual, who guarantee him equal treatment under law, 
and who allow him the widest possible liberty to work out 
his own destiny and achieve success to the limit of his 
capacity. 

We intend to co-operate actively and loyally with all who 
honestly seek, as we do, to build a better world in which 
mankind can live in peace and prosperity. 

We count Canada in the forefront of those who share 
these objectives and ideals. 

With such friends we face the future unafraid. 





RUSSIA’S NEW VIEW OF ATOMIC CONTROL 


Gromyko shows greater willingness to accept international inspection 


(Official text of Soviet proposals for control of atomic 
energy, as presented by Andrei A. Gromyko, the Russian 
representative, to the United Nations Atomic Energy 
Commission, Lake Success, N. Y., June 11, 1947.) 


LMOST A YEAR AND A HALF has passed since the adoption 
by the General Assembly of the resolution on the estab- 
lishment of the Atomic Energy Commission. Six months have 
passed since the adoption by the United Nations of the reso- 
lution on principles governing the general reduction and regu- 
lation of armaments in which the task of the prohibition of 
atomic and other major kinds of weapons adaptable to mass 
destruction has been set forth as one of the most impor- 
tant objectives. Meanwhile, one must say frankly that the 
Atomic Energy Commission has not made due progress in 
its work. 

The situation has not changed substantially even after the 
consideration by the Security Council of the so-called First 
Report of the Atomic Energy Commission which, as is well 
known, was not accepted by all the states represented on the 
Commission. 

It is time to proceed to the solution of concrete tasks con- 
fronting the Security Council, and the Commission, acting 
under its direction, must proceed with the establishment of 
international control of atomic energy, beginning with the 
most important of them. Avoiding the solution of such tasks, of 
course, cannot bring anything good, and only jeopardizes the 
whole idea of international control of atomic energy, as well 
as the decisions adopted by the United Nations to this end. 

The Government of the Union of Soviet Socialist Republics 
will continue to insist in the future as well that the tasks set 
forth by the United Nations on the prohibition of atomic and 
other kinds of weapons of mass destruction should be con- 
sidered from the point of view of the necessity of their solu- 
tion without delay, and with this purpose in mind will con- 


tinue to do its best in order to translate the adopted decisions 
into the language of practical action. 

The Government of the Union of Soviet Socialist Republics, 
in addition, and in development of its proposal on the con- 
clusion of an international convention on the prohibition of 
atomic and other major weapons of mass destruction, sub- 
mitted for the consideration of the Atomic Energy Com- 
mission on 19 June 1946, presents for the consideration of 
the above-mentioned Commission the following basic provi- 
sions on which an international agreement for a convention 
on atomic energy control should be based: 

1. For insuring the use of atomic energy only for peaceful 
purposes, in accordance with the international convention on 
the prohibition of atomic and other major weapons of mass 
destruction, and also with the purpose of preventing violations 
of the convention on the prohibition of atomic weapons and 
for the protection of complying states against the hazards of 
violations and evasions, there shall be established strict inter- 
national control simultaneously over all facilities engaged in 
mining of atomic raw materials and in production of atomic 
materials and atomic energy. 

2. For carrying out measures of control of atomic energy 
facilities, there shall be established within the framework of 
the Security Council an international commission for atomic 
energy control to be called the International Control Com- 
mission. 

3. The International Control Commission shall have its 
own inspectorial apparatus. 

4. Terms and organizational principles of international con- 
trol of atomic energy, and also composition, rights and obli- 
gations of the International Control Commission, as well as 
provisions on the basis of which it shall carry out its activities, 
shall be determined by a special international convention on 
atomic energy control, which is to be concluded in accordance 
with the convention on the prohibition of atomic weapons. 
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5. With the purpose of insuring the effectiveness of inter- (c) The carrying out of weighing, measurements and 


national control of atomic energy, the convention on the con- various analyses of atomic raw materials, atomic materials 
trol of atomic energy shall be based on the following funda- and unfinished products. 
mental provisions: (d) Requesting from the government of any nation, 


(a) The International Control Commission shall be 
composed of the representatives of states members of the 
Atomic Energy Commission established by the General 
Assembly decision of 24 January 1946 and may create 
such subsidiary organs which it finds necessary for the 
fulfillment of its functions. 

(b) The International Control Commission shall es- 
tablish its own rules of procedure. 

(c) The personnel of the International Control Com- 
mission shall be selected on an international basis. 

(d) The International Control Commission shall peri- 
odically carry out inspection of facilities for mining of 
atomic raw materials and for the production of atomic 
materials and atomic energy. 


and checking of, various data and reports on the activi- 
ties of atomic energy facilities. 

(e) Requesting of various explanations on the ques- 
tions relating to the activities of atomic energy facili- 
ties. 

(f) Making recommendations and presentations to 
governments on the matters of the production and use of 
atomic energy. 

(g) Submitting recommendations for the consideration 
of the Security Council on measures in regard to violators 
of the conventions on the prohibition of atomic weapons 
and on the control of atomic energy. 

8. In accordance with the tasks of international control of 
atomic energy, scientific research activities in the field of 


6. While carrying out inspection of atomic energy facilities atomic energy shall be based on the following provisions: 
the International Control Commission shall undertake the fol- (a) Scientific research activities in the field of atomic 
lowing actions: energy must comply with the necessity of carrying out 


(a) Investigates the activities of facilities for mining 
atomic raw materials, for the production of atomic ma- 
terials and atomic energy, as well as verifies their ac- 
counting. ; 

(b) Checks existing stocks of atomic raw materials, 
atomic materi'.is and unfinished products. 

(c) Studies production operations to the extent neces- 
sary for the control of the use of atomic materials and 
atomic energy. 

(d) Observes the fulfillment of the rules of technical 
exploitation of the facilities prescribed by the conven- 
tion on control, as well as works out and prescribes the 
rules of technological control of such facilities. 

(e) Collects and analyzes data on the mining of atomic 
raw materials and on the production of atomic materials 
and atomic energy. 

(f) Carries on special investigations in cases when 
suspicion of violations of the convention on the prohibi- 
tion of atomic weapons arises. 

(g) Makes recommendations to governments on the 
questions relating to production, stockpiling and use of 
atomic materials and atomic energy. 

(h) Makes recommendations to the Security Council 
on measures for prevention and suppression in respect 
to violators of the conventions on the prohibition of 
atomic weapons and on the control of atomic energy. 


the convention on the prohibition of atomic weapons 
and with the necessity of preventing its use for military 
purposes. 

(b) Signatory states to the convention on the prohi- 
bition of atomic weapons must have a right to carry on 
unrestricted scientific research activities in the field of 
atomic energy, directed toward discovery of methods 
of its use for peaceful purposes. 

(c) In the interests of an effective fulfillment of its 
control and inspectorial functions, the International Con- 
trol Commission must have a possibility of carrying out 
scientific research activities in the field of the discovery 
of methods of the use of atomic energy for peaceful pur- 
poses. The carrying out of such activities will enable the 
Commission to keep itself informed on the latest achieve- 
ments in this field and to have its own skilled international 
personnel, which is required by the Commission for the 
practical carrying out of the measures of contro] and in- 
spection. 

(d) In conducting scientific research in the field of 
atomic energy, one of the most important tasks of the 
International Control Commission should be to insure a 
wide exchange of information among nations in this field 
and to render necessary assistance, through advice, to the 
countries parties to the convention which may request 
such assistance. 


7. For the fulfillment of the tasks of control and inspection (e) The International Control Commission must have 
entrusted to the International Control Commission, the latter at its disposal material facilities, including research lab- 
shall have the right of: oratories and experimental installations, necessary for the 

(a) Access to any facilities for mining, production and proper organization of the research activities to be con- 
stockpiling of atomic raw materials and atomic materials, ducted by it. 

as well as to the facilities for the exploitation of atomic In conclusion, I wish to express the hope that these pro- 

energy. posals would be considered by our Commission with due 

(b) Acquaintance with the production operations of attention and that they will help us in reaching an agreement 
the atomic energy facilities, to the extent necessary for on the question of the establishing of international control of 
the control of use of atomic materials and atomic energy. - atomic energy. 





U.S. NOTE ON SOVIET COUP IN HUNGARY 


State Department charges interference in internal affairs 





(Text of United States protest to the Russian repre- HE UNITED STATES representative on the Allied Control 
sentative in Hungary charging Soviet interference in Commission for Hungary, Brig. Gen. George H. Weems, 
Hungarian affairs, made public by the State Department, has been instructed to deliver the following note to the Soviet 
June 11, 1947. Copies of the note also were sent to the acting chairman of the ACC. Copies of this note are also being 
Hungarian and British governments.) furnished the Hungarian Government through the Legation at 
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Budapest and the British and Soviet governments through the 
embassies at London and Moscow: 

On instructions from my Government, I addressed you two 
communications, on March 5 and March 17, regarding de- 
velopments in Hungary, including the arrest on February 25 
by the Soviet occupation forces of Bela Kovacs, a parliamen- 
tary deputy of the majority Smallholders Party and a former 
secretary general of that Party. On both occasions, I proposed 
the establishment of a commission, composed of representa- 
tives of the three powers on the Allied Control Commission, 
to investigate the situation created by that action and by 
the lager-scale apprehension by the Hungarian police, of 
other representatives of the majority Party on charges of 
complicity in a conspiracy against the authority of the Hun- 
garian state. My Government considered and continues to 
consider the effect of these actions as threatening the continu- 
ance of democratic processes in Hungary. 

In reply you stated that the arrest of Kovacs was the ex- 
clusive concern of the Soviet occupation forces because he 
was charged with crimes against those forces. Hence, you 
contended, his arrest could not be regarded “as an interven- 
tion on the part of the Soviet occupation authorities in the in- 
ternal affairs of Hungary.” You argued further that a three- 
power investigation of the arrests of other members of the 
Smallholders Party by the Communist-controlled Ministry of 
Interior would be an interference with the internal affairs of 
Hungary and therefore was refused. Thus, it appeared, that to 
investigate the arrest of alleged Smallholders Party members 
charged with conspiracy against the state would interfere with 
Hungarian affairs, while for the occupation forces to arrest 
one of the most important alleged plotters was not such 
interference by the simple process of charging him with an- 
other offense. 

It now develops, however, that his offense was the same 
conspiracy which could not be investigated by three powers 
but which has in fact been investigated by one and which has 
led to a most flagrant interference in Hungarian affairs. In- 
formation relating to Hungarian political affairs, alleged to 


have been elicited from Bela Kovacs during his detention in- 
communicado by the Soviet occupation forces, has been 
furnished by the Soviet authorities to the Communist Deputy 
Prime Minister of the Hungarian Government in such circum- 
stances as to force the resignation of the Hungarian Prime 
Minister and other important leaders of the majority Small- 
holders Party and to bring about the reorganization of the 
Hungarian Government. The United States and United King- 
dom members of the Allied Control Commission have been 
kept in ignorance of this information in clear violation of 
Paragraph 6 (c) of the statutes of the Allied Control Com- 
mission which provides that the United States and United 
Kingdom representatives on the Allied Control Commission 
shall have the right “to receive copies of all communications, 
reports and other documents which may interest the govern- 
ments of the United States and United Kingdom.” My Gov- 
ernment has taken note that this action has resulted in the re- 
alignment of political authority in Hungary so that a minority 
which obtained 17 per cent of popular support in the last free 
election has nullified the expressed will of the majority of the 
Hungarian people, a situation which has apparently been ad- 
mitted by the leader of the Communist minority, Rakosi, who 
is reported to have taken public satisfaction that his “iron- 
fisted” Party, “conscious of its aims,” has thus been able to 
take over control of Hungary. 

My Government protests this unilateral action in violation of 
the Yalta Agreements and this Soviet interference in Hun- 
garian political affairs in derogation of the continued exercise 
of democratic rights in that country and of the freely expressed 
will of the Hungarian people and again requests, as a mem- 
ber of the Allied Control Commission, the expeditious estab- 
lishment of a three-power commission to examine the situ- 
ation as a matter of urgency. Unless this or some equally 
effective action to bring about adequate investigation is agreed 
upon, my Government, conscious of its obligations under the 
Yalta Declaration, as a signatory of the armistice with Hun- 
gary, and as a member of the United Nations, will consider 
uch further action as may be appropriate in the circumstances. 





HOOVER’S APPRAISAL OF AID ABROAD 


Former President warns against nation becoming depleted 


(Text of former President Herbert Hoover’s letter to 
Chairman Styles Bridges (Rep., N. H.) of the Senate Ap- 
propriations Committee on “The Limits of American Aid 
to Foreign Countries,” issued in New York, N. Y., June 
15, 1947.) 


The Honorable Styles Bridges, 

Chairman, Committee on Appropriations 
United States Senate 

Washington, D. C. 


My Dear Senator: 

I have your letter asking me to give you and your associates 
my views upon the following points: 

(1) What are the limits of relief and loans that we can 
reasonably give to foreign nations annually without seriously 
impairing our resources in a free economy? 

(2) Are there methods by which we could increase our 
gifts and loahs above those now available from our present 
production? 

(3) What policies should be adopted to make our resources 
more effective in world rehabilitation? 

As a background to this appraisal I wish at the outset to 
state: 


Upwards of a billion people in the war-torn areas of 
Western Europe and Asia are asking for help. In these nations, 
some have not recovered one third of their prewar industrial 
production; most of them have not recovered over 75 per cent 
of their prewar food production. 

There is greater danger of political and economic chaos in 
the world today than at any time since the war ended. There 
is more hunger and want today than there was during the 
war. 

In the face of this threatening situation, the American 
people must continue to do the utmost to prevent starvation 
in the world. We must do our utmost to aid nations in the 
recovery of their own productivity. That underlies peace and 
progress on earth. 

But the greatest danger to all civilization is for us to impair 
our economy by drains which cripple our own productivity. 
Unless this one remaining Gibraltar of economic strength is 
maintained, chaos will be inevitable over the whole world. 

To discover the common-sense course requires clear objec- 
tives and organization on our part. The burden is beyond our 
resources unless there is immediate unity and co-operation 
among other nations to lessen our unnecessary burdens and 
thus enable the application of our resources to the most 
effective use. 
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Too often gifts and loans to foreign peoples are visualized 
as just money transactions. The only way money of important 
volume can be transferred from one nation to another is by 
goods (including gold) and services. Therefore, when we 
make a gift, credit, or loan, it is not money that we transfer; 
it is goods and services. There is thus a direct relationship 
of exports to the volume of loans and gifts. 

While exports to pay for our imports cause us no difficulty, 
it must be recognized that we cannot safely, through gifts and 
loans, export more goods than our surplus. And the surplus 
applies to specific commodities, for we do not produce a sur- 
plus in all kinds of goods. If we ship more than our surplus 
we are taking it from the standard of living of the American 
people. Further, the immediate result of exporting more than 
a surplus in our free economy is to raise prices. From that we 
get a dangerous spiral of increased costs of living and wages. 


Present Economic Situation 


To appraise our present national situation, it is necessary 
to examine our experience in the two years since the war. In 
so doing, many debit and credit items must be estimated. We 
must estimate the exports, including Army supplies to foreign 
civilians, and we must estimate imports of the last months 
of the present fiscal year. Until full data is available many 
months hence, the sums given must be considered as illustra- 
tive of the situation. 

Our exports of goods and services in dollars were about as 
follows: 


1945-46 1946-47 
Exports $13,500,000,000 $15,500,000,000 
Imports 7,200,000,000 7,700,000,000 
Excess of exports over 
imports 6,300,000,000 7,800,000,000 


We have provided for the excess of exports over imports 
by loans or gifts. 

An examination of the sources and amounts of these loans 
and gifts for the combined two years since the war were 
about as follows: 

We have provided about $4,500,000,000 in gifts from our 
Government through relief; we have provided about $1,500,- 
000,000 in gifts by our citizens for relief and by way of remit- 
tances to relatives abroad; 

We have provided about $5,500,000,000 in credits by 
Government agencies including the Export-Import Bank loans, 
subscription to the World Bank and the Stabilization Fund. 
Loans by these institutions are, in the final analysis, largely 
drafts on American dollars and are dependent upon us for 
resources to maintain their operations. We have provided 
about $1,500,000,000 in private credits and loans. 

Thus we have provided in the last two years about $6,000,- 
000,000 in relief and gifts together with about $7,000,000,000 
in loans or credits, or a total of $13,000,000,000. The differ- 
ences between these amounts and the trade deficits given 
above are no doubt accounted for by drawing upon previous 
foreign dollar balances in the United States. 


U.S. Commitments for Next 12 Months 


The estimated unexpended balances of appropriations and 
various credit commitments to foreign nations on July 1, 1947, 
are not included in the above. They already amount to over 
$5,000,000,000. We should add further probable loans and 
expected private gifts of $1,000,000,000. And we must add 
unknown further calls from the World Bank and Stabilization 
funds. 

There is also a further liability of the United States in the 
shape of the foreign deposits in American banks, including 
earmarked gold and foreign ownership of American securities. 
These aggregate at least $14,000,000,000. We must at all 
times be prepared to meet their withdrawal. Some with- 
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drawals are likely to be used to pay for exports during next 
year, thus increasing the total volume of exports required 
from us. And to all these commitments and liabilities we must 
add the exports necessary to pay for our imports amounting to 
probably $7,500,000,000. 

Any study of our international balance sheet, taking into 
account, on one hand, our commitments in loans, foreign 
deposits, and investments in the United States, etc., and on 
the other hand probable returns from previous loans and 
Lend-Lease, including our citizens’ greatly impaired foreign 
investments, will likely discover that the United States is 
today a debtor rather than a creditor nation. 

There is another angle of our national situation that we 
cannot ignore. These gifts and loans to foreign nations are’ 
spent in current purchase of goods. These gifts are an immedi- 
ate burden on the taxpayer. The goods furnished under loans 
also must be paid for immediately while the repayment is 
deferred for years. This has a bearing upon our tax burdens. 
Including local government expenditures, they now amount 
to about 35 per cent of our national income. No free nation 
can continue at that rate for long without impairing its pro- 
ductivity. 

To pay for our imports and to satisfy the probable gift and 
loan commitments already made for the next fiscal year, and 
assuming present prices, we would need export at about the 
same ratio as during the past two years, $14,000,000,000 to 
$16,000,000,000 annually of goods and services. 


Test of Limits of Loans and Relief 


The most definite test of the extent of our ability to aid 
foreign nations is whether we have been over exporting our 
resources during the past two years, and thus unduly straining 
our economy. For example, we have exported gigantic amounts 
of agricultural products. During the past 12 months the index 
of our cost of living has advanced more than 20 per cent. In- 
creases in the cost of agricultural products were responsible 
for about 70 per cent of this increase. This has contributed 
greatly to set in motion the inflation spiral of increasing wages 
with more increases in prices, A good deal of economic dis- 
order and waste was created by interruptions in production 
in making these adjustments. 

Other examples could be cited. Some of our exports have 
been taken from our own possible railway, factory and hous- 
ing reconstruction. Some part of the rise in prices of these ma- 
terials is due to exports. So much have prices risen in the con- 
struction industries with the accompanying wage spiral and 
costs that we now have considerable unemployment in these 
trades while at the same time, the country is crying for homes 
and buildings. 

I would not contend that the whole rise in living costs, with 
its inflation spiral, has been due to our large exports. But it 
cannot be denied that with fewer exports that increase would 
not have been so great. 

The conclusion seems to me irrefutable that as the result of 
our rate of giving and lending we are over exporting goods 
and cannot continue at such a rate with our present production 
and consumption without further evil consequences to our 
stability. 

We cannot estimate how much the curtailment in exports, 
and hence in giving and lending to finance the trade deficit, 
might be for the next year until we are able to’ estimate our 
next year’s surplus in agriculture and other major commodities. 

While the world situation requires that we do our best, my 
own view is that, unless we can undertake to increase our pro- 
ductivity or decrease our consumption of goods, we must seri- 
ously reduce the volume of exports below the rate of the last 
two years with a corresponding reduction in the gifts and 
loans for which we supply goods. 

Various proposals have been made for expansion of loans 
by fifty or more billion dollars. The impracticability of these 
ideas with our present rate of production must be obvious. 


There is a further question of the impairment of our natural 
resources involved in the export of such materials as iron, oil, 
metals, lumber and some other items. As our resources in this 
sort of commodities are not renewable, their shipment abroad 
is a depletion of our resources and a charge against our future 
economy. While such exports may be necessary to restore 
the world, we cannot ignore the consequences. 

There are certain measures which have been suggested as 
enabling us to better bear the load or to increase our exports 
and to make more effective our aid to foreign countries. 

(1) It has been suggested that we can export gold from our 
seemingly large stocks and thus enable other nations to buy 
elsewhere than in the United States. With our present require- 
ments for currency and bank reserves, and to cover the very 
large foreign demand deposits in our banks, it is necessary 
that we hold a large stock in reserve. The amount of gold 
that we have free of such necessities is not material in this 
situation. 


Increasing Imports by Stockpiling 


(2) One proposal is that we at once import more goods 
and thus diminish the amount of gifts and loans necessary to 
furnish. This is a very minor help in the immediate world 
situation. It would be no help to the world to import 
materials into the United States which are needed elsewhere. 
Nor would it help to import goods which we ourselves pro- 
duce economically. That would create unemployment in the 
United States and weaken our productivity. 

There is, however, a method of increasing our imports 
which should have serious consideration. We could import 
and stockpile for national defense many commodities, both 
those we do not produce and those in which our natural 
resources are being depleted. We do not have enough of such 
resources to assure our national defense. Commodities of this 
kind are tin, manganese, iron ore, mercury, copper, lead, zinc, 
tungsten, chromite, nickel and rubber. There are few immedi- 
ate surpluses of these commodities abroad, but such surpluses 
will be available within a reasonable time. It happens that 
few of such commodities are produced by our direct debtors, 
but our purchase of them would, through multilateral trade, 
strengthen the whole international financial structure and we 
would be receiving commodities instead of obligations. 


Re-establishment of Wartime Control Measures 


(3) Another proposal is that we re-establish wartime con- 
trol rneasures to increase our productivity or reduce our con- 
sumption and thus increase our ability to export more goods. 
The seeming warranty of this idea arises out of the fact that 
we exported in goods and services over fifteen billion dollars 
in some war years in addition to many billions in supplies to 
our armies. But we must remember that war-purpose pro- 
duction was greatly expanded and consumption restricted 
through war-inspired patriotic impulses. 

The restoration of these controls would require again the 
abolition of the production of important commodities; the 
restoration of longer work hours in labor; the return of 
women to industry and agriculture, rationing of most com- 
modities and total Government control of all economic activi- 
ties. That is a form of totalitarian economy which the Ameri- 
can people are not likely to accept in peace for it would do 
violence to our whole concept of freedom. Moreover, without 
emotional background of fighting for national defense, such 
measures would more likely decrease than increase our 
productivity. 


Way to Increase Food Exports 


(4) Should the next world harvest indicate dangerous 
shortages, it is possible to increase our food exports for limited 
periods by voluntarily reducing our own food consumption 


and altering certain food-manufacturine practices. We have 
here a great spiritual impulse to save starving people. And 
we may be called upon to do it_again unless there is a world 
increase in food production. 


Co-operation of Other Nations Vital 


(5) A most productive field of action by which the limited 
American economic resources can be made more effective for 
world reconstruction lies in co-operation of foreign nations in 
the political field. 

The obstruction of the Soviet Government to peace has, 
during the past two years, imposed billions in expenditures 
upon us through support of occupation armies and relief to 
starvation which would not otherwise have been required. 
However, we can apparently expect little co-operation from 
that quarter. 

But if there were full mutual co-operation from the other 
nations it would lessen our burdens and divert much of our 
dead-loss expenditures to mere constructive channels abroad. 

For instance, co-operation in the three western zones in 
Germany and in Japan to abolish the inhibitions on their pro- 
ductivity due to wrong concepts of reparations and levels of 
industry would increase their productivity and exports, and 
thus would greatly reduce the drains upon us for food and 
other supplies. Restoration of their productivity would aid all 
other nations. Co-operative action to speed peace, such as I 
recently outlined in a letter to Congressman Taber would 
greatly reduce demands upon us. 

Such co-operation would allow our resources to flow into 
channels more beneficial to al! the world 


Policies To Be Adopted 


In my view, we need to develop or expand the foHowing 
policies, some of which are already partially in action. 

(1) We must have in our own foreign economic relations 
single, co-ordinated actions in all direct and indirect agencies 
of government—the relief funds, the Export-Import Bank, the 
World Bank, the Stabilization Fund, the Federal Reserve 
System and all those agencies which administer our exports. 
We must consolidate our front if we are to succeed in our 
policies. 

(2) We must prevent excessive exports and by so doing re- 
duce excessive prices. In the matter of food we should begin 
about August 1 with the new harvest. 

(3) If necessary to prevent starvation, we should increase 
our available export surplus volume by voluntary reduction of 
consumption by the public and alteration of some trade prac- 
tices. 

(4) We should periodically estimate the goods and services 
which we can safely export and limit purchases of our com- 
modities by limiting gifts and loans. 

(5) We should prepare to stockpile for national defense cer- 
tain commodities from abroad when they are available in 
surplus. 

(6) We should bluntly insist that in return for our sacri- 
fices, which are inherent in all loans and gifts that all nations 
recipient of our economic aid co-operate with us in measures 
to reduce the burdens upon us, to promote productivity and 
bring peace for the world at large. 

(7) We should insist upon certain principles in operation 
of gifts and loans, whether directly from our Government or 
through Government-supported agencies. These principles in- 
volve important questions of security, inspection of use and 
application to the utmost in increase of productivity. 

(8) We should concentrate our limited resources in the 
areas in which Western civilization can be preserved. 

This problem can be solved if there is prompt unity and 
mutual aid between other nations, resolution on their part to 
build back their productivity, and if we act, on our side, with 
sense and devotion in this great crisis of mankind. 
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Russia Increases 
Security Measures 


Washington considers the interna- 
tional situation graver now than at 
any time since before the outbreak of 
World War II. In some cases, disturb- 
ing forces are considered more intense 
now than they were in the late ‘30s. 


o Oo 90 


Since early this month Russia has 
been increasing security measures to 
prevent information on military, sci- 
entific or economic situations from 
getting out of the country. Doubling 
the price for sending news dispatches 
from Russia is just one of the steps 
taken to cut off information. Govern- 
ment orders issued recently make it 
almost impossible for outsiders to 
travel inside Russia. 


oo 90 


Diplomatic observers are puzzled 
over the news blackout in Russia. In 
the past, such measures have been tak- 
en to prevent “leaks” of militarv in- 
formation. Thev could be used, how- 
ever, as a preliminary to a Govern- 
ment purge or to cover up evidence of 
internal troubles. 


o 0 °O 


Argentina has jacked up the asking 
price for her wheat to $5.13 a bushel. 
That price, demanded by the Peron 
Government, forced the Union of 
South Africa to turn down 45.000 tons 
of Argentine wheat assigned to the 
- Union by the International Emergency 
Food Council. Despite the high export 
price for wheat, the Argentine Gov- 
ernment pays the farmers only about 
$1.10 a bushel. 


o oo 90 


For several months now Russia has 
been granting Soviet citizenship to 
civilians in the Sinkiang Province of 
Northwestern China, invaded by 
troops from Outer Mongolia. About 
half the people in many villages have 
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Influential Greeks 
Join Guerrilla Side 


become Soviet citizens. Thus, Russia 
may find an excuse for extending its 
interests into the territory to protect 
«“ . * >> 
Russian nationals. 


o oO 90 


U.S. officials, military and diplo- 
matic, are seriously disturbed by con- 
ditions in China. Because of the con- 
tinued civil war between the Nation- 
alist Government and Chinese Com- 
munists, there is a growing possibility 
that the Central Government may 
come apart and much of China drift 
back to the rule of “war lords.” 


o 0 0 


The U.S. State Department is di- 
vided over “policy” to implement new 
plans for American investment in Eu- 
ropean recovery. One group objects 
to any set “policy,” preferring a free 
hand to deal with the situation, coun- 
try by country, as it develops. Another 
group insists that the program be 
spelled out in considerable detail be- 
fore it is undertaken. 


o 0 Oo 


Although the U.S. decision to aid 
Greece gave the country a momentary 
pick-up, the effects have worn off, and 
conditions are worse now than they 
were before President Truman’s 
March 12 speech. A number of influ- 
ential Greeks who considered support- 
ing the Athens Government have gone 
over to the guerrillas because they ap- 
parently figure that the Communists 
will win out in the long run. 


o 90 0 


Great Britain’s Labor Government 
is becoming increasingly disturbed 
over the threats of inflation breaking 
loose in England. The continuing 





China Losing Chance 
For Large U.S. Loan 


% 
shortage of consumer goods in a time 
of full employment is putting more 
and more pressure on prices at home. 


o 0 0 


U. S. planning for aid to Europe has 
gone forward to the point where 
names for the agency to administer 
the program are being discussed se- 
cretly. One suggestion, reminiscent of 
the war-time mutual aid, is that the 
agency be called the “Lend-Peace Ad- 
ministration.” 


o 90o 90 


Look for new Communist disturb- 
ances in Italy. In recent days, Com- 
munist agitators, trained by Russia, 
have been pulled out of France and 
sent to Northern Italy, particularly to 
industrial centers. 


o 0 Oo 


A number of Latin-American coun- 
tries oppose the idea of holding an 
Inter-American defense conference in 
Rio de Janeiro this. year. Some diplo- 
mats in Washington are saying the 
same work can be done at the Bogota 
conference this coming winter. 


o 0 0 


China’s chances of getting a half 
billion dollar loan from the U.S. Ex- 
pert-Import Bank are all but gone for 
now. The Bank will hold the money in 
reserve until the end of this month. 
But Congress has stipulated that Ex- 
port-Import loans cannot be used for 
reconstruction programs, a stipulation 
that virtually eliminates a credit to 
China. 


o 0 90 


Manchurian Communists; have closed 
a trade deal with Russia under which 
the Russians will receive supplies of 
grains and soybeans, both needed by 
the Soviet Union because of crop 
shortages in the Ukraine. 





a third of a loaf 





The Under Secretary of State says that this country 
can consume just about one-third of the 1948 U.S. 
wheat crop. 


What's to be done with the rest of the loaf? Throw 
itaway? Give it awav’ What? 


very American businessman has a stake in this 
problem of how the rest of the world is to get 
American dollars to pay for American products. 
For whatever the solution, it will affect our in- 
come, our employment, our profits—no matter 
what business we are In. 


No matter what vou manufacture, the chances are that you can increase 
vour sales to other U. S. manutacturers who, although they may not ex- 
port any of their products, nevertheless buy vast quantities of trucks, ma- 
chinery, steel and building materials tor their own use abroad. Operating 
men in such companies are cover-to-cover readers of WORLD REPORT. 


Never before have 112,000 world-minded people been gathered into a 
single audience and served by a single magazine. 


[f you want further information 
with regard to the needs of U.S. 
companies operating overseas 


please write to— 


WORLD REPORT 


30 Rockefeller Plaza 

New York 20, N. Y. 
The only magazine of its kind—re- 
porting, interpreting and forecast- 


ing the news of international affairs. 











EXPERIENCE 1S THE BEST TEACHER! 


WORLD'S OUTBOARD 
SPEEO CHAMPION 


it’s only a hobby with him, but Don Whitfield 
been national high point Class M ovt- 
champion since 1940; has raised the 

x in mile trials five times. 


EXPERIENCE IS 


THE BEST TEACHER 
IN OUTBOARD RACING... 
IN SMOKING TOO. THE WARTIME 
SHORTAGE TAUGHT ME THERE'S 
NO OTHER CIGARETTE 
LIKE A CAMEL! 


a} 
ae. pert 


ry 


Mag, - 
er 


More people are smoking CAMELS than ever before! 


Yes, like Champion Don Whitfield, millions who tried many 


different brands during the, shortage now smeke Camels. 


OU KNOW what it was like dur- 

ing the war shortage: you took any 

YOUR 'T-2ONE. / brand you could get, a diferent brand 

WILL TELL YOU = every day sometimes. 
for Tast va 4 That's when smckers discovered that 
T or as = ee Sage ~ . ° ° 

T for Throat. | Camel's rich taste and cool mildness 

That’ your proving ground for any 2 . = _ a smo ne pleasure you 
cigarette. See if Camels dont * dnt find in any other cigarette. To- ; DURING the war 
suit your'T-Zone’to aT’ : day the demand tor Camels is the great- a iyi? =~ plage 

-  estin history! But, no matter how great . "he ae : 


; **T-Zone’’ was really 
the demand, this you can be sure of: working overtime, 











f 4 +2 ’ trying many diilerent 
since famper with Camel : brands. And that's 
[~ quality, Only choice tobaccos, when millionslearned 

properly aged, and blended > the full meaning of 
: ; . the phrase, ‘Camels 
in the time-honored Camel sale tae “Eilows’ 00 
way, are used in Camels. Tr 


R. J. Reynolds Tobacco Co., Winston->s8 em, N.C 


According to a recent Nationwide survey: 


f F Mone DOCTORS SMOKE CAMELS 


than any other cigarette 


When 113,597 doctors from coast to coast in every field of medicine were 
asked by three independent research organizations to mame the cigarette 
they smoked, more doctors named Camel than any other brand! 





